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DOWNTOWN 
MONCTON... 


it’s going 
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In the past the downtown core of 
Moncton was a busy city centre 
where people gathered to do business, 
take a walk, stop and talk, eat, shop; 
where ideas were born and where 
memorable events took place. 

Now, as Moncton moves forward, 
having changed the total appearance of 
Main Street with widened sidewalks, 
trees, lights and benches, there ts a 
renewed excitement and expectation. 
The use of green areas and convenient 
parking links has returned Downtown 
Moncton to areal people place , as it 
was in the past. 


Planning is underway for a cultural © 
centre, a City Market, mixed-use For further 
buildings and parking centres. Maybe information: 
its time your company looked at 


Downtown Moncton as a place to RESURGO INC. 


expand. 95 Foundry Street 


This is a Special recovery capital project funded sss Moncton, N : B : . 
is i very 
a ap under the Canada New Brunswick Moncton core E 1 & 5 bt ys : Renaissance 


revitalization subsidiary agreement under the te 
cn seaman soo *#. (606) 382-2044 MONCTON 
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Mostly good 


A broad assessment of economic per- 
formance in Atlantic Canada in 1984 is 
positive. This applies particularly to the 
three Maritime Provinces, although New- 
foundland has suffered rather gravely 
from continuing disarray in its fisheries 
sector. 

As is typical of the mid-1980s, 
however, there are qualifications. 
Unemployment remains high throughout 
the region, and business investment is still 
far below desirable levels. There is con- 
cern over the extent of public debt, and 
about a perceived failure to reduce this 
debt substantially. Outlooks for 1985 and 
1986 show a remarkable degree of diver- 
sity and disagreement. 

Most preliminary estimates of the 
region’s economies in 1984, however, ad- 
mit that three of the four provinces will 
have expanded (in real terms) at, or bet- 
ter than, the national average rate. As 
already mentioned, the exception is New- 
foundland and, even in this province, im- 
portant sectors such as iron ore mining 
and newsprint production have done bet- 
ter in 1984 than in either 1982 or 1983. 


Eyes remain on U.S. performance 

The dependence of the Atlantic 
economy on performance in the United 
States needs little introduction. Demand 
by American consumers and businesses 
dictates the fortunes of fish plants in New- 
foundland, tire factories in Nova Scotia 
and paper mills in New Brunswick. 

American expansion which began in 
late 1983 picked up speed in 1984. The 
effect of this rather unexpected burst 
south of the border was to increase de- 
mand for credit, both to finance con- 
sumer spending and business investment. 
Given a monetary policy which still 
severely restricts growth in money supp- 
ly, the only course left was to allow in- 
terest rates to rise. 

And rise they did, from December, 
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Note 


The information on which this sup- 
plement is based was assembled during 
October, 1984, to meet a deadline at the 
beginning of November. It contains the 
most recent statistical data available. The 
nature of the economic beast, however, 
means that such data may age very ra- 
pidly. Please bear this in mind as you read 
the supplement. 
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THE ATLANTIC ECONOMY IN 1984: 


1983, to July, 1984. Canadian rates rose 
in line, but high U.S. rates, plus a great 
deal more confidence in U.S. prospects, 
meant that higher Canadian rates did not 
stop a flight of capital to the United 
States. 

Depreciation of the Canadian dollar 
stimulated sales of Atlantic products in 
American markets. This has substantial- 
ly driven the Atlantic economy forward 
in 1984. Other currencies, however, went 
down much further than the Canadian 
dollar, which has meant greater competi- 
tion for Canadian goods. 


Indicators track performance 

Domestic indicators reveal how well 
the provinces have done. Retail sales have 
been up substantially in the three 
Maritime Provinces, although the in- 
crease in Newfoundland has been more 
modest. Sales have been helped by the fact 
that inflation no longer takes the bite out 
of income that it did a year or two ago. 
By September, it was down to a range of 
3.5 to four per cent in all major regional 
centres. 

The Atlantic economy has also 
established a solid record for job creation 
in 1984, particularly Nova Scotia. Unfor- 
tunately, more people have entered (or re- 
entered) the job market than there were 
new jobs, so unemployment has increas- 
ed. There is no doubt, however, that more 
people working contributed to a nine per 
cent increase in regional total wages and 
salaries over the first half of 1984. 

Housing starts didn’t do so well over 
the first half, but this was compared to 
an exceptional first half in 1983 when 
there was an array of government incen- 
tives. As interest rates have begun to go 
down since July, housing starts improv- 
ed over the first half of the year. 


Some provincial details 

Of Newfoundland’s three major 
export-oriented sectors, iron ore mining 
and forest products have done well in 
1984, but the fishery has floundered, and 


Council is an independent, non- 

profit, non-partisan research insti- 
tute which has given commentary on, and 
analysis of, the Atlantic economy since 
1953. This supplement represents the 
latest in a series of annual reviews of con- 
ditions in the Atlantic region. 

In its role as educator, advocate and 
critic, APEC also undertakes other pub- 
lishing enterprises, including regular 
Newsletters (eight times a year) and 
quarterly reports (four times a year). 
These publications are available by sub- 
scription to APEC. Occasional publica- 
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this last is largely responsible for a disap- 
pointing performance province-wide. 
There is a little more optimism for 1985, 
though, which will see an agreement to 
manage offshore development signed bet- 
ween federal and provincial governments. 
Real growth in 1984 will be in the two to 
2.5 per cent range. 

Prince Edward Island’s potato 
farmers and lobster fishermen had ex- 
cellent returns in 1983, and as aresult the 
province entered 1984 at a gallop. This 
impetus has been substantially maintain- 
ed by a good season for tourist visitation. 

The relatively stable core of the Island 
economy is provided by services. This 
core has been strengthened in 1984 by the 
presence of the department of veterans 
affairs’ office in Charlottetown. The 
Island economy will grow by three to four 
per cent in 1984, and there is enough of 
a head of steam to carry it into 1985. 

Nova Scotia has continued to out- 
perform almost all other parts of Canada 
in 1984, and this record will probably ex- 
tend into the first part of 1985. Offshore 
exploration spending cannot be ignored 
as part of this good record, but the role 
this plays in 1985 and beyond may change 
as part of changes in energy policy. 
The anticipation of offshore development 
has certainly stimulated commercial 
building in Halifax. But the capital’s 
healthy growth is also due to its role as 
the major regional urban centre. Growth 
in Nova Scotia will be between 3.5 and 
4.5 per cent for all of 1984. 

New Brunswick has rebounded rather 
handily from a slowish 1983, and its ma- 
jor resource-based industries have set the 
pace. Basically, this comes. down to good 
records by forestry products and food. 
processing, and better times for a newly 
diversified mining industry. This perfor- 
mance in New Brunswick in 1984 surpris- 
ed many analysts who underestimated the 
province’s resilience. Growth in 1984 will 
correspond closely to the national 
average, at three to four per cent in real 
terms. 


tions summarize extensive research into 
topics of immediate or deep concern to 
Atlantic Canadians. APEC is almost 
unique in the region in being able to speak 
for the entire region, and provide a uni- 
fying voice. 

If you enjoy this supplement you may 
be interested in more details both about 
the Council itself and subscribing to its 
services. Call or write: 


Atlantic Provinces Economic Council 
5121 Sackville Street, Suite 500 
Halifax, Nova Scotia B3J 1K1 
(902) 422-6516 
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LATE BREAKING: 


The minister of 
finance speaks 


The Hon. Michael Wilson, minister 
of finance, gave an economic and finan- 
cial statement to the House of Commons 
on Nov. 8. He proposed reducing expen- 
ditures in 1985/86 by $4.2 billion. These 
cuts affect all government departments 
and set the stage for more in the federal 
budget in the spring. 

The government’s main concern in its 
first weeks was to stop the deficit from 
growing out of control. Even if its re- 
straint program is successful, federal 
deficits in the $34-38 billion range are 
predicted for the next few years. Servic- 
ing his debt in 1985/86, even with lower 
interest rates, will account for one out of 
every four dollars of federal revenue. 


‘Regional implications 

The statement emphasized the govern- 
ment is striving for fairness in dealing with 
all Canadians. Measures with important 
effects in Atlantic Canada include: 
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e A $250-million reduction in payments 
under the Petroleum Incentives Pro- 
gram. This program is designed to 
assist firms undertake frontier explora- 
tion for oil and gas, with higher incen- 
tives as the percentage of Canadian 
ownership increases. PIP funds are 
largely credited with being a principal 
reason that Nova Scotia survived the 
1981/82 recession in better shape than 
most other parts of Canada. 

e Industrial incentives under the depart- 
ment of regional industrial expansion 
will be reduced by $200 million. This 
will affect the level of payments under 
the Industrial and Regional Develop- 
ment Program (IRDP), one of the ma- 
jor vehicles to deliver assistance to 
firms across Canada. At first glance, 
Atlantic Canada has survived IRDP 
adjustments reasonably well because 
the heaviest burden of the reductions 
will be carried by more prosperous 
parts of the country. Also, applications 
for grants of up to $100,000 (which in- 
clude most from Atlantic Canada) will 
automatically be approved at the max- 
imum level if basic criteria are met. 
Assistance levels, however, have been 
reduced by one-half and two-thirds 
across the board. 

e There are various adjustments to the 


find out for you). 


accordingly. 


CN Rail, 


APES 


subsidies which enable CN Marine to 
operate ferries in Atlantic Canada. 
These will involve higher fares, more 
efficient management and reduced ser- 
vice. Higher fares will affect costs of 
residents and businesses in Prince Ed- 
ward Island and Newfoundland and 
Labrador. One of the proposed service 
cuts is to make the Yarmouth-Bar Har- 
bor run a summer-only service. This 
would significantly add to costs and 
time of trucking fish to the Boston 
market from western Nova Scotia, and 
this issue has become a focus of con- 
troversy in the region. Nova Scotia fish 
exports to American markets in 1983 
were valued at $316 million, of which 
$245 million were to the New England 
market. 

An increase in the petroleum compen- 
sation charge has already increased the 
price of gasoline and heating oil across 
Canada by 2.1¢ per litre. The price of 
Canadian domestic oil will be allowed 
to move freely towards the higher world 
oil price. Both measures will affect 
Atlantic Canada more than other parts 
of Canada. The region still depends on 
oil for much of its electrical generation 
and pays the highest prices for electri- 
city and oil products anywhere in the 
country. oe 


Room to Grow 


If you’re thinking about expanding your operations, 
here's a good place to start. Atlantic Canada: a part of the 
country with a bright future. Where you'll find plentiful 
natural resources...substantial incentives for new 
business...export facilities at your doorstep. 


You'll also find a ready helper in CN Rail, Canada’s 
largest distribution network. CN Rail has grown up with 
Atlantic Canada. From the start, we’ve pioneered in its 
industrial development. We know the territory. We know 
who's who and what’s where (and when we don't, we'll 


We’re on the spot. Let our Industrial Development Service 
help you in Atlantic Canada. 


At CN Rail, you’ll be dealing with businessmen who 
understand your objectives and can assist you 


Our advice is available to you-it’s confidential, it’s 
objective and it’s free. And it makes sense to contact us, 
because we want to do business with LOR 

Contact: Mr. Cliff Carson 

Manager, Market Planning & Industrial Development, 


1234 Main Street, Moncton, N.B. E1C 1H7 
Tel: Moncton: 506/853-2210 
Halifax: 902/423-1111, Ext. 43 


CN RAIL 


Leading the way to better business. 


One of the CN Group of Companies 
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LABOR: 


More jobs, 
more people 
looking for jobs 


The Atlantic economy has done very 
well in creating jobs in 1984. There was 
a net increase in employment of 24,000 
in September, 1984, compared to a year 
earlier. Of those jobs, 19,000 were in Nova 
Scotia. 

Job creation, however, only measures 
the demand side of the labor market. The 
supply side is measured by the number of 
people in the labor force either working 
or looking for work. In fact, the number 
of people participating in the labor force 
has increased more rapidly than the num- 





ber of jobs available. The unhappy net - 


result of this is that unemployment in 
Atlantic Canada increased quite steeply 
between September, 1983, and Septem- 
ber, 1984, from 14.6 per cent to 16.5 per 
cent. This increase represents an extra 
25,000 people without jobs over the 12 
months. 


A 21-month assessment 

In fact, an unemployment rate over 
16 per cent in the region does not typify 
the period since the beginning of 1983. 
The chart indicates that over these 21 
months the lowest unemployment rate 
(14.5 per cent) and the highest (16.5 per 
cent) occurred within three months of 
each other (July and September, 1984). 
Except for the steep rise in unemployment 
in the third quarter of 1984, there had 
been a tendency over the previous six 
quarters for unemployment to edge 
downwards. 

In 1984, especially, the Atlantic 
economy had performed sufficiently well 
that job creation absorbed an increasing 
number of people joining the labor force. 
About August, however, entry to the 
labor force surged ahead and effectively 


outstripped the ability of the economy to 


produce jobs. 


_ Some provincial details 

Newfoundland still holds the unen- 
viable reputation of having Canada’s 
highest rate of unemployment. In Sep- 
tember, 1984, this increased steeply over 
the previous month, to almost 23 per cent 
of the labor force. This compares with a 
national average of 11.8 per cent. A sub- 
stantial part of the big jump in New- 
foundland has been due to the effects of 
atrawlermen’s strike. Although only 800 
people are officially on strike, almost 
4,000 associated plant workers have also 
been laid off. 

Prince Edward Island’s record of 
employment has been about the best of 
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ATLANTIC PROVINCES LABOUR FORCE PARTICIPATION RATES 


(Monthly-Seasonally Adjusted) 
% (Per Cent of Total Population 15 years and over) 





(| Participation Rate (left scale) 
A\ Unemployment Rate (right scale) 





1983 


Source: Statistics Canada 


all the Atlantic Provinces in 1984. The 
province’s good year for farmers and 
fishermen has stimulated job creation, as 
has a better tourist season. The new 
federal offices in Charlottetown have 
been hiring, and residential construction 
has been doing better than in most 
provinces. 

Nova Scotia’s employment creation 
record has already been noted — some 
19,000 new jobs in 12 months. This ap- 
pears to have stimulated more people on 
balance to move to Nova Scotia than have 
left. This reverses a trend which typified 
most of the last two or three decades, 
when Nova Scotians joined many thou- 
sands of other Atlantic Canadians in go- 
ing down the road. 

There may be doubts, however, if 
positive net migration to Nova Scotia is 
necessarily always a good thing. It is a fact 
that the province is widely regarded as 
having more of a future than in the past, 
and has performed well during the 1980s. 
It is also a fact that many other parts of 
Canada, which provided jobs for Atlan- 
tic expatriates when things weren’t so 
good at home, have experienced severe 
economic recession. Many exiled Nova 
Scotians, therefore, may be travelling 
eastwards as a last resort, having lost jobs 
in places like Alberta. If this is true, then 
the province is effectively importing un- 
employment. Numbers of unemployed 
have increased quite steadily in the prov- 
ince since May, 1984, although some of 
this is due to increased levels of participa- 
tion in the labor force. 

New Brunswick’s unemployment rate 
in September, 1984, was almost 16 per 
cent of the labor force, amounting to 
47,000 people. Oddly, though, this is 
probably due less to difficulties in the 
resource-based industries such as fores- 
try, fishing, mining, and agriculture, but 
more to temporary difficulties in heavy 
manufacturing and construction in places 


like Saint John and Moncton. This will 
probably improve over the next few 
months, especially as the big frigate- 
building program begins in Saint John. 


Structural problems 

The Atlantic labor force still faces pro- 
found structural problems. They include 
unacceptably high levels of unemploy- 
ment among younger people, roughly 
those under 25 years old. Indeed, much 
of the higher participation in the labor 
force can be traced to increased numbers 
of young people looking for work. If per- 
manent work is not available, this denies 
these young people those most important 
first steps to accumulating experience and 
skills. Youth unemployment remains one 
of Canada’s most pressing social and 
economic problems. 

In Atlantic Canada, as well, participa- 
tion rates remain below the national 
average. This is an indication of fewer job 
opportunities, or of an economy’s inabil- 
ity to create jobs. A participation rate of 
60 per cent, for example, means that only 
six in 10 people aged 15 or over are active 
in the labor market. Atlantic Canada’s 
participation rate in September, 1984, was 
downto57.7 percent compared toanational 
average of 65 per cent. Whilst allowing 
for the many people of eligible age who 
cannot easily join the labor force (the 
elderly, parents with young children at 
home, or the disabled), the Atlantic 
economy is still not creating jobs up to 
the level of the national average. 

High unemployment rates and low 
participation rates in Atlantic Canada, 
therefore, are effectively measures of 
regional disparity relative to other parts 
of the country. As such, they are symp- 
toms of the overall difficulties facing the 
region. Economic policies must be de- 
signed to attack these disparities, and 
bring the Atlantic region up to a par with 
Canada as a whole. es 
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In Halifax, 


Business trips 
are much 
easier to take 


... when you stay with hosts who 
know you have enough hassles 
from 9 to 5, without more at your 

Lalo) (<i Mbsteiccit-)@-laleK-ial(e mele ai t=), 
in Halifax’s best rooms. We plan to 
keep your business. 


Citadeluux 
, Downtown Halifax 
1960 Brunswick St., Halifax, N.S. B3JU. 2G7 
Phone (902) 422-1391, Telex 019-21802 
me) i gosicialclile)alsxerclimvselelmags\car-(e [ciate 
(olaa ay @r-\ar-(el-mre/t-liCe)| macsrs 
1-800-565-7162. 
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INFLATION: 


© In spite of lower market rates of interest, real interest 
rates remain unacceptably high. 






o/ 





e High real interest rates affect consumer and business 
spending, and the ability of governments to reduce debt. 


e All the Atlantic Provinces still face stiff challenges in 
reducing their budgetary deficits. 





Interest rates 
and inflation 
diverge 


By the fall of 1984, Canada’s annualiz- 
ed rate of increase in prices (as measured 
by the Consumer Price Index) was running 
about 3.8 per cent. This is a vast improve- 
ment over a rate of about 10 per cent two 
years earlier, and it is even better than the 
relatively low rate of five per cent in 
September, 1983. 

With inflation at much more manage- 
able levels, attention turned to the equally 
pressing concern of lowering interest rates. 
The record in this respect during 1984 has 
been, for the most part, not so good. 


Real interest rates still very high 

The actual cost of a loan and the 
measure of a ‘“‘good’’ rate of interest is 
a concept called the real rate 
of interest. This is a published 
rate (say the bank rate, prime 
rate, or any commercial rate) 
adjusted for inflation. A 
published rate of 10 per cent, 
for example, with an accom- 
panying rate of inflation of 
six per cent gives a real rate |_,, 
of interest of four per cent. 
This is the published rate ad- 10 
justed for changes in the value 
of the dollar over time, and , 
measures the cost of a given 
loan more accurately. 

During 1984, inflation 4 
drifted upwards over the winter 
months (largely due to higher 2 
prices for food and such items 
as fuel oil) before resuming 
the downward trend establish- 
ed in 1982. The bank rate, 
however, began to climb in early 1984, 
and in fact exceeded 13 per cent in July 
before coming back down. Credit costs 
and mortgage rates responded accordingly. 

The effects of a high or increasing 
level of interest rates, with a stable or 
decreasing rate of inflation, is an increase 
in real interest rates (the shaded portion 
in the diagram). Indeed, by mid-1984 
real interest rates had increased to a level 
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of more than nine per cent. This was 


only exceeded in recent times by a level. 


of about 10 per cent in mid-1981, when 
prime rates were almost 23 per cent. 


Causes and effects of high interest rates 

Thus, although the bank rate appears 
much more reasonable in late 1984 than in 
mid-1981, the effective (or real) rate of in- 
terest (or the cost of money) is almost as 
high. This has several root causes, and 
several effects. 

Primary causes are generally attributed 
to high demand for credit as the North 
American economies recovered vigorously 


during 1983 and into 1984. This demand - 


originated both from businesses who final- 
ly undertook delayed investment programs, 
and from consumers who felt more confi- 
dent in making major purchasing decisions 
to buy durable and semi-durable items such 
as motor cars or appliances. 

A further root cause ( and one which 
is much more menacing over the medium 
term) lies in government deficits in North 


COMPARISON OF THE BANK 
RATE TO THE ANNUAL RATE 
OF INFLATION FOR CANADA 






Bank Rate (1) 







Annual Rate 
Of Inflation (2) 


1983 1984 


Source: Statistics Canada. 


America. In Canada in 1984/85, the federal 
deficit will exceed $32 billion, and most pro- 
vinces are running budgetary deficits. The 


- Note: 1 The Prime Rate charged by the Bank of Canada to Chartered Banks at end of month. 


American federal government and most of | 


the states are in similar straits. Rapidly in- 
creasing deficits for the past number of years 
have resulted in disturbingly high accumula- 
tions of public debt. 

This worries analysts, who perceive the 
continuing demand for credit by govern- 
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2 The monthly annual percentage change for the Consumer Price Index. 


ments (to service debt, and to assure delivery 
of government programs) as denying con- 
sumers and businesses the opportunity and 
access to capital at reasonable rates. As ex- 
cess demand for credit has resulted in higher 
interest rates (coupled to monetary policies 
to restrict the supply of money in North 
America) so the resulting high interest rates 
will affect the ability of businesses and con- 
sumers to spend money and therefore 
generate economic growth. 


Regional ramifications 

Atlantic economies are not exempt from 
the larger effects of high real interest rates; 
indeed, they are particularly caught up in 
these side effects. All four provincial govern- 
ments are running substantial budgetary 
deficits, and the region (perhaps more than 
most other areas of Canada) relies on a 
healthy pace of retail sales to generate jobs 
and incomes. These retail sales suffer when 
interest rates increase. 

Provincial debt has become a worrisome 
issue, particularly as interest rates have run 
so high in the early 1980s. Accumulated debt 
between 1978/79 and 1984/85 has been 
estimated at $1.1 billion in Newfoundland 
($1,982 per person), $93 million in Prince 
Edward Island ($749 per person), $1.7 
billion in Nova Scotia ($1,991 per person), 
and $1.2 billion in New Brunswick ($1,742 
per person). 

While allowing that some of this debt 
is necessary and, over the longer term, helps 
build up equity (such as much capital spen- 
ding on public infrastructure and installa- 
tions) much is incurred merely to finance 
current spending. In a region which labors 
under Canada’s highest personal tax load, 
and highest levels of sales tax, reduction of 
this debt in times of high real interest rates 
remains a daunting problem. Lower than 
average incomes and a sluggish economic 
performance over much of the region 
reduces revenue-raising capacity and com- 
pounds this problem. 


Watch the U.S. deficit 

The direction and magnitude of change 
in interest rates in 1984 have stirred up more 
than the usual share of disagreement among 
forecasters. Well into the final quarter, rates 
were declining quite significantly, but few 
analysts regard this as more than a short- 
term phenomenon. The longer term forecast 
(into 1985 and 1986) sees an increase in in- 
terest rates. 

Whether this increase actually occurs 
depends on American resolve on two fronts 
— to reduce the federal deficit, and to allow 
a sustained pace of economic growth at 
moderate (some would say lacklustre) rates. 
Success or failure in this respect naturally 
affects fortunes in Atlantic Canada, as the 
provinces themselves face the unpleasant 
task of reducing their own deficits. Certain- 
ly, there is no excuse for lack of resolve in 
Canada to reduce public debt at both federal 
and provincial levels. = 





ATLANTIC INSIGHT, JANUARY 1985 


“AT ATLANTIC, 
SERVICE 
IS FIRST AND 
FOREMOST.” 


Fr: over eighty years, the philosophy of 
27 ‘*service first’’ has been the secret of success 
for Atlantic Wholesalers and its customers. 


a , apie Wholesalers...Atlantic Canada’s major distribu- 


tor of groceries, tobacco, confectionery, 


fresh fruits and vegetables...with 14 


strategically located warehouses and 
11 Cash & Carry wholesale outlets. 
Fast and efficient service is assured 
to over 3500 retail and institutional 
accounts throughout the Maritimes 
including Save-Easy, Foodmaster, 


Lucky Dollar, Red & White 
and Quik Mart stores. 


BD Mirotesaters 


Service, first and foremost. 


working together to achieve their poten- 

tial, to enhance their social and economic 

well-being, and to produce and consume what 

they need through democratic institutions that 

root social and economic power in local com- 
munity organizations. 


A tlantic co-operators share a vision of people 


We recognize the interdependence of people, and 
of organizations; and the need for responsive 
linkages. 


We pursue our vision through our co-operatives: 
organizations based on equity, equality and 
mutual selt-help. 


Be a partner in the vision. Joina local co-op today. 





® The Co-operatives of Atlantic Canada 


served by 


Co-op Atlantic 


P.O. Box 750, 123 Halifax St., Moncton, E1C 8N5 
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OUR BUSINESS 
IS KEEPING YOU 


IN BUSINESS 


We have the people, the skills 
and the experience to help you 
manage successfully for the 
future. Planning your cash flows, 
structuring your financial pre 
sentations to banks or investors, 
preparing realistic budgets and 
reducing losses — these are some 
of the ways we can help you 
manage for the 80's. 

Give us a call. It's just good 
business. 


STEVE GALLAGHER 
Suite 301, 

Baine Johnston Plaza, 
St. John’s, Newfoundland 
AIB 3R9 
(709) 726-2840 


ROLLIE LUTES 
Suite 1209, 

One Brunswick Square, 
Saint John, New Brunswick 
E2L 4V1 
(506 ) 652-7360 


ROD McCULLOCH 
\WAis a (e.e) a 
Maritime Centre, 
1505 Barrington St, 
Halifax, Nova Scotia 
B3J 3K5 
(902) 429-4080 


A 


i 
CLs Gs VW 
\" VLoleleot-m Cle) gele)a| 


MEMBERS OF 
ARTHUR YOUNG INTERNATIONAL 
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GOVERNMENT OF P.E.1 


AGRICULTURE: 





e Potato farmers had their best year ever as the 1983 
crop moved to market, and the 1984 crop is shaping 
up to be quite reasonable. 


e Meat producers are laboring under the twin pressures 
of low prices and high costs. 


e Time to tackle problems of soil degradation in the 
region is running out. 





No small 
potatoes 


Payments to Atlantic farmers for their 
produce covering the first eight months 
of 1984 amounted to $468 million. This 
compares favorably with 1983’s $400 
million, and all four provinces recorded 
increases. 


Much of the benefit of increased | 


receipts has gone to potato farmers in 
New Brunswick and Prince Edward 
Island. This is the result of high prices for 
the 1983 crop as it moved to market over 
the first few months of 1984. Bad harvests 
elsewhere in North America and in 
Europe, and a good, high-quality 
Maritime crop meant premium returns to 
the region’s growers. 

Indeed, 1984 began on an upbeat. The 
threat of import duties on Canadian po- 
tatoes entering American markets was 
finally dismissed at the end of 1983. 








Potato receipts in 1984 have claimed 36 
per cent of total receipts for Prince Ed- 
ward Island and New Brunswick com- 
pared to 27 per cent in 1983. 

The outlook for the 1984/85 crop and 
sales is also for quite a reasonable year, 
perhaps better in Prince Edward Island 
than New Brunswick. One consequence 
of strong demand for the 1983 harvest was 
to allow processors to run down inven- 
tories of such items as frozen french fries. 
Although the North American harvest 
will be much better in 1984, increased de- 
mand from processors will probably keep 
prices quite strong. 


Other crops have mixed fortunes 

Atlantic crop growers (aside from 
potatoes) have recorded a mixed year. The 
strawberry crop was, in a sense, too good. 
Production of berries increased, but many 
were left unharvested. Tobacco growers 
(mainly an Island crop, but also grown 
in Nova Scotia and New Brunswick) sur- 
vived a disastrous start to their growing 
season dueto a late frost, and the harvest 
has turned out to be excellent. 
This is the first year that Island 
growers have operated under 
a system of area quotas. This 
is largely in response to a long- 
term drift away from the weed 
which is reducing demand for 
leaf. 

It has turned out to be a 
shakedown year for blueber- 
ries. Large stocks in storage 
across North America are the 
result of three excellent years 
of output. Even when prices 
slipped in 1983, volume was 
sufficient to maintain (and in- 
crease) returns to growers. The 
1984 crop has been much lower 
than in any of the three 
previous years, and a strong 
dollar has increased the price 
of blueberries in export 
markets in Europe and Japan. 


Livestock producers struggle 

There were expectations of 
livestock prices rising as 1984 
progressed. In fact, reality fell 
far short of expectations. Hog 
prices hovered around the $80 
per hundredweight mark in 
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summer before retreating, and cattle prices have remained 
low. Hog stabilization funds (designed to support producer 
incomes during periods of low prices) are very low throughout 
the region and will require a fair period of good prices to 
allow replenishment. 

Both beef and pork farmers in the region face rather daun- 
ting problems. Meat prices are set in Toronto and Winnipeg 
(based largely on levels set in Omaha, Nebraska) and costs 
of production in Central Canada and in the West are lower 
than in the East. Part of this cost disadvantage has been off- 
set by subsidies on western feed grains shipped to Atlantic 
farmers. The past eight years or so have seen progressive ero- 
sion of this subsidy, with the Atlantic sector becoming less 
and less competitive in its own backyard. 

Atlantic governments and farmers’ groups have decried 
reduction of the level of benefits under the freight subsidy. 
There was, in fact, partial restoration of the amount of the 
subsidy in 1984, but its effect has been small. Complete re- 
examination and restructuring is necessary, it is argued, to allow 
a degree of equitability for livestock producers. 

Dairy farmers have emerged from a period of retrench- 
ment to a state of relative health. This sector is the single most 
important in Nova Scotia, and is very important in the other 
three provinces. Receipts increased throughout the region, 
helped in no small way by increases in prices paid to farmers. 


Other issues in Atlantic agriculture 
The solid performance posted by the region’s farmers in 
1984 is, unfortunately, a little lopsided. It rests to a large ex- 
tent on potato sales and dairy receipts, and points out the 
vulnerability of other parts of the sector to changes in market 
conditions. A series of Agri-Food Development Agreements 
signed by federal and provincial govern- 
ments in mid-1984 is designed to broaden 
agriculture’s base of operations. These 
will build on the foundations established 
in previous development agreements. 


One aspect of farming’s base cannot 
be underestimated — soil. A federal 
report in mid-1984 once again drew 
attention to the most serious problem of 
soil degradation across Canada. Atlan- 
tic farmers are not immune to this pro- 
cess, especially in prime crop-growing 
areas. Corrective action is expensive, 
takes time, and is urgent and essential. 
Although such spending may be difficult 
to justify during times of economic 
restraint, the soil itself is virtually 
irreplaceable. 


In summary, 1985 brings different 
degrees of apprehension in Atlantic 
agriculture. Potato growers hope to 
repeat a good portion of 1984’s success. 
Livestock farmers are less sanguine as 
they wait for prices to strengthen. Dairy 
farms look for some respite from the dif- 
ficulties of 1982 and 1983. 


The region’s farmers have rapidly 
become a force in the Atlantic economy, 
as the growing importance of associated 
food-processing factories demonstrates. 
They still operate under relative com- 
petitive disadvantages with regard to 
other producers in Canada, however. It 
is testament to their fortitude that the in- 
dustry has not only survived the difficult 
times of the early 1980s, but has managed 
a creditable degree of expansion. # 
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tlantic co-operators have a distinct business 
organization. : 


Co-operatives are owned by those they serve; 
controlled equally by all members, and functions 
competitively in its chosen field. 


Membership is open to anyone. It is a legal means 
for users to exercise ownership, policy control and 
requires that members actively support and be 
involved in the organization. 


Individual co-operators, local co-ops and their 
central organization, Co-op Atlantic, share a vision 
of people working together in democratic organ- 
izations, that root social and economic power in 
local community organizations. 


Be a partner in the vision. Join a local co-op today. 


® The Co-operatives of Atlantic Canada 


served by 


Co-op Atlantic 
P.O. Box 750, 123 Halifax St., Moncton, E1C 8N5 
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MINING: 


Showing its 
mettle 


Few sectors in Atlantic Canada areas 
responsive to business cycles as mining. 
Few sectors, as well, have demonstrated 
as much dynamism over the past two or 
three years. Older mines have, in some 
cases, come to the end of their natural 
lives, only to be replaced by new enter- 
prises in other parts of the region. Other 
established producers survived the reces- 
sion and cashed in on the recovery, some- 
times at reduced levels but with more 
assured step. 


Metals respond to consumer spending 

A burst of consumer spending in both 
Canada and the United States increased 
demand by manufacturers for mineral 
products. As this increased demand af- 
fects Atlantic Canada, this essentially 
translates to iron ore from 
Labrador, and zinc from nor- 
thern New Brunswick and 
other locations. 

Shipments of iron ore over 
the first seven months of 1984 
were 38 per cent higher than in 
the same period of 1983. As 
North America’s auto pro- 
ducers and manufacturers of 
other consumer durables 
responded to greater consumer 
spending, so this demand 
echoed back to Labrador. 
Much of this demand has not 
necessarily been met by in- 
creased output of ore at the 
mines, however. Large stock- 
piles had accumulated. These 
were much lower at the end of 
July, 1984, than a year earlier 3 
(by about 40 per cent). aS 

Before the recession of 
1981/82, the Iron Ore Com- 
pany of Canada had a labor 
force of 8,000. In mid-1984 | 9 
this was down to 2,600. 
Closure of the Schefferville 
operation in Quebec accounts 
for a substantial part of this 
reduction, but there is little doubt 
that output and employment at the 
mines in Labrador will not reach levels 
of the late 1970s for many years, if 
at all. 

Zinc has an advantage over other 
metals in that it hardly ever is recycled 
as scrap. Much of the metal is used as a 
galvanizing agent, being combined with 
other metals. Zinc prices in 1984 did very 
well, and the region’s producers re- 
sponded. Brunswick Mining and Smelting 
in northern New Brunswick benefited 
especially (although not to the extent of 
resuming work on their proposed North 
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Shore smelter) as did the smaller mine at 
Daniel’s Harbour in Newfoundland. The 
57-year-old mine at Buchans, however, 
finally closed its doors as its ores ran out, 
and there were no real signs of reopening 
the Heath Steele mines near Newcastle in 
New Brunswick. 

Other metal developments saw first 
shipments of molybdenum and tungsten 
concentrates from the new mine at Mount 
Pleasant in New Brunswick, and a deci- 
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sion to develop a new ore body at the near- 
by Lake George antimony mine. 


Non-metals increase in importance 

The region’s traditional base of non- 
metallic mineral production has included 
structural materials (including gypsum), 
coal, asbestos, and salt. The past year has 
seen the addition of potash extraction, 
and the coming year will see the revival 
of fluorspar mining in Newfoundland and 
more potash developments in New 
Brunswick. 

This last is perhaps one of the most 
positive developments of recent years 


APEC 


¢ Good prices for zinc for the first half of 1984 have 
been of great benefit to Atlantic producers, and iron 
ore shipments from Labrador have picked up pace. 


e There are new (or renewed) developments in the region 
for minerals such as fluorspar, potash, antimony, and 


¢ Coal developments have hesitated slightly, but the 
overall outlook is positive. 





both for New Brunswick and for Atlan- 
tic Canada’s mineral sector. One mine is pro- 
ducing, a second is being built, and a third 
is likely to start building within a year. 


Coal developments hesitate 

A fire at the Number 26 Colliery in 
Glace Bay in April, 1984, was both tragic 
and badly timed. This event alone is re- 
sponsible for a drop of a quarter or so 
in Cape Breton coal output over the first 
eight months of 1984. It also meant that 
the coalfield’s primary source of metal- 
lurgical coal had to be closed down and 
it could take years to develop a new mine. 
All this occurred just as export orders for 
metallurgical coal were becoming regular 
items for the Cape Breton Development 
Corporation (Devco). 

The overall outlook for coal is 
positive. There is a federal commit- 
ment of $327 million for new mine 
and related developments in Cape 
Breton. Devco has a new contract at 
an improved price to supply the Nova 
Scotia Power Corporation with ther- 
mal coal. In addition, the Chatham 
generating station in New Brunswick 
appears to have become the test bed 
for experiments to examine coal being 
burnt in different guises. These include 
Carbogel (a coal-water slurry) and a 
new addition to test an experimental 
boiler which burns high-sulphur New 
Brunswick coal and oil shale. 


New developments 

Nova Scotia is set to re-enter the 
metal-mining stakes with development of 
an open-cast tin mine in Yarmouth 
County. It will be the only mine with tin 
ores as its principal product in North 
America, and present indications are for 
17 years’ production at least. 

The overall outlook for metals espe- 
cially depends on interest rates. The level 
of interest rates especially affects con- 
sumer spending decisions on durables and 
semi-durables, each of which require sub- 
stantial mineral inputs in their manufac- 
ture. Although all mineral production has 
varied widely over the past three years or 
so, 1984 and 1985 bring a degree of stabil- 
ity not experienced since 1979 or 1980. 
New and more diversified production 
adds to this stability. a 
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For a major company, the pursuit of 

excellence in its chosen business is 

not enough. A corporation is part of the 

community, and the excellence of a 

community includes a healthy economic and 

social environment. Northern Telecom is proud to salute 
those who pursue excellence in 

business and in the betterment of 

our community. 
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TOURISM: 


Tall Ships, the 
Pope, and 
Royalty 


The 1984 tourist season in Atlantic 
Canada has generally been upbeat. A 
series of high-profile events have in- 
creased visitation, and the region’s tradi- 
tional standbys of scenery, sandy beaches, 
and friendly people were supplemented 
by a sustained period of beautiful weather 
in July, August, and September. 


Events draw crowds 

Anchoring the early part of the season 
in mid-June was the visit of some of the 
world’s finest sailing ships to Halifax. 
Many of these same ships spent time in 
Sydney in July, and for several days in 
both cities the waterfronts were crowded 
with people. Events such as this appear 
especially useful in stimulating travel on 
the part of people who live within the re- 
gion, and certainly hoteliers, restaurant 
Owners, gas-station owners, and many 
others in the two centres benefited from 
an invasion of people. 

Other events later in the year caused 
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e 1984 has seen improved visitation compared to the 
previous two years, but it is still below the peaks of 
1979/80 with spending also declining. 


e A series of special events in some of the region’s 
bigger centres during the year probably generated more 
than the usual travel within the region, but benefits 
from this were largely confined to the host localities. 


e The challenge to the region’s tourist industry is 
formidable in the face of high prices and intense 
competition from other destinations. Change and new 


developments, however, are occurring and hold promise 
that the industry is adapting to new circumstances. 





somewhat similar movements of travel- 
lers within the region. The Pope spent 
time in St. John’s, Halifax and Moncton, 
and the Queen and Prince Philip visited 
several centres in New Brunswick to mark 
that province’s bicentennial celebrations. 


Other visitation also increases 

As important and spectacular as these 
events were, they cannot replace the tradi- 
tional and established drawing cards which 
entice visitors to the region. In this respect, 


a timely plunge of the Canadian dollar 
relative to its American counterpart gave 
a lift to the expectations of tourist 
operators. American visitation to Atlantic 





Canada has been drifting downwards in re- 


poe 


NOVA SCOTIA DELIVERS. 


cent years. A high U.S. dollar, in addition, 
would deter Ontario and Quebec residents 
from travelling south of the border and 
direct them, instead, eastwards. 
Visitation to the three Maritime Prov- 
inces, in any event, was much better than 
in 1982 or 1983, and this has allowed the 
industry a little time to breathe and to 
assess new challenges for tourism during 
the balance of the century. 
Newfoundland generates most of its 
tourist travel (about two-thirds) inter- 
nally. In this respect, 1984 may have seen 
a reflection of a sluggish provincial 
economy, which would persuade even 
more Newfoundlanders to stay close to 
home. Air visitation to this province, 


Honourable R.J. Thornhill, Minister 
5151 George Street, Halifax 

Nova Scotia, Canada B3J 2R7 
902/424-8920 Telex: 019 22548 


however, has been increasing. This is quite 
closely tied to energy-related business vis- 
itation to St. John’s. Generally, however, 
out-of-province visitation was down 
rather significantly. 


Some difficulties still nag 

Although the 1984 tourist season has 
generally been a good improvement over 
the previous two years, there is little doubt 
that visitation in the mid-1980s is substan- 
tially below that of the late 1970s. If direct 
tourist spending is adjusted for inflation, 
this is also declining. 

For example, a little over 216,000 
tourist parties were recorded as visiting 
Prince Edward Island in 1980, the most 
ever. They spent an estimated $49.5 
million in terms of 1981 values. By 1983, 
only 198,000 parties were recorded with 
estimated direct spending (in 1981 dollars) 
of only $40 million. Although preliminary 
estimates indicate more than 200,000 par- 
ties visited the island in 1984, this is still 
far short of the 1980 peak. 

Even allowing for the unavoidable in- 
accuracies of tourism statistics, broad 
trends are still apparent — fewer people 
are visiting the region, and they are spend- 
ing less. 

Atlantic tourism has traditionally 
aimed at attracting family visitation from 
within the region, from Central Canada, 
and from the northeastern United States. 
This confines effective markets to within 
two days’ drive of the destination, and 
with gasoline prices increasing, and econ- 
omic circumstances generally uncertain, 
families appear less willing to venture far 
from home. Incoming travel by other 
modes of transportation (such as air or 
rail) may have increased, but cannot off- 
set the overall decline in auto visitation. 

There is also the fact that Atlantic 
Canada’s prices are high, especially for 
such items as gasoline and alcoholic 
beverages. These high prices, for exam- 
ple, are more than enough to offset a low 
dollar usually used to attract more 
American visitors. 

In this respect, too, intense competi- 
tion for the tourist dollar has been a fac- 
tor. Although the Canadian dollar was, 
and is, low relative to the American dollar 
in 1984, it was not nearly as low as most 
European currencies. Given the ease of 
transatlantic travel these days, the Atlan- 
tic Provinces’ attractions were in direct 
and intense competition with the undeni- 
ably formidable attractions of such places 
as Paris, Pisa, Scandinavia or Scotland. 


New developments hold promise 

The region’s tourist operators are not 
lying down in the face of new challenges, 
however. The range of tourist attractions 
is wider and more diverse than ever be- 
fore. Three of the region’s cities have 
specially-built convention facilities, and 
more are planned. Specialized resorts are 
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springing up in various locations. 
Marketing efforts have intensified, 


and there is a particularly healthy move- 


ment in this respect towards more co- 
operation between the provinces. Such ef- 
forts to ‘‘sell’’ or ‘‘package’’ Atlantic 
Canada’s scenery and other attractions as 
a whole, rather than as a series of rela- 
tively small provinces with a correspond- 
ingly reduced array of attractions, are an 
essential part of the region’s tourist 
future. 

Other big challenges remain to be 
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GARDENS 


overcome, such as much better travel ac- 
cess (by ferry or air) to Prince Edward 
Island, or making sure that benefits for 
tourist spending are not concentrated in 
relatively small areas, but are more dif- 
fused. Finally, it may be time to think less 
in terms of a ‘‘tourist’’ industry, and more 
in terms of a ‘‘hospitality’’ industry. This, 
in the first place, may emphasize the very 
wide range of activities encompassed by 
such an industry and, in the second place, 
may emphasize the level and quality of 
service required to assure repeat visits. 
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ENERGY: 


{ 


Electrical 
generation 
expands 


The addition of New Brunswick’s 
Point Lepreau to Atlantic Canada’s elec- 
trical generating capacity added a new di- 
mension to the region’s energy capabil- 
ity. During its building, public attention 
was focused on a number of negative as- 
pects of Lepreau, including capital cost 
overruns, labor problems, and environ- 
mental safety. 

Lepreau was finally commissioned in 
mid-1983 and has run at virtually 100 per 
cent capacity (except for scheduled main- 
tenance shutdowns) since then. Slightly 
more than one-third of its 630 megawatt 
capacity is contracted for sales to New 
England utilities. Consideration of a sec- 
ond reactor at Lepreau (of equal size) is 
now negotiating the regulatory maze. 

New Brunswick, however, hasn’t been 
alone in adding capacity to its system over 
the past couple of years. Nova Scotia has 


brought successive phases of its Lingan’ 


coal-fired complex into production, and 








Edward Island. 
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e Electrical capacity in the region expands with addition 
of nuclear, coal, and hydro generators. 


e High cost of electricity remains an issue in Prince 


e Some of the shine leaves offshore activity as no 
development decisions are taken, but new deposits of 
oil and gas are still being found. 





installed capacity is now 600 megawatts. 
There has also been the official opening 
of the 18 megawatt pilot tidal plant at An- 
napolis Royal. Newfoundland has add- 
ed hydro capacity at Upper Salmon River, 
and work is well in progress at Cat Arm. 


The Island examines its electrical options 

Prince Edward Island, meanwhile, 
still suffers from the highest electricity 
bills in Canada. The provincial govern- 
ment has been building a case for relief 
from this burden on two fronts. Firstly, 
it argues, there should be a National Elec- 
trical Energy Marketing Agency to deter- 
mine and sell electricity at a ‘‘blended’’ 
national price in much the same way as 
oil or gas prices are blended at point of 
production. Sucha price for power would 
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| apply only to inter-provincial sales (the 
Island gets most of its electricity from 
New Brunswick), and analysis has dem- 
onstrated that very modest sacrifices in 
terms of prices charged by Quebec, On- 
tario and the Western provinces would 
provide substantial benefits to electricity 
users in the Maritimes. Secondly, the 
Island has asked the National Energy 
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Board to examine New Brunswick’s pric- 
ing policies, especially when it may charge 
less for certain types of electricity in ex- 
port markets than in the Prince Edward 
Island market. 





Labrador hydro unresolved 

Newfoundland and Labrador have a 
problem of a different nature. There is 
abundant hydro potential within rela- 
tively easy access of major markets, yet 
the provincial economy and treasury are 
not able to benefit. This, of course, stems 
from the contractual arrangements to sell 
almost all of Churchill Falls’ output to 
Hydro Quebec, under an agreement 
signed in 1969. Without this agreement, 
it is doubtful whether the Churchill Falls 
project would have begun. 
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The energy world of the mid-1980s, 
however, is vastly different from that of 
the late 1960s. Newfoundland has repeat- 
edly claimed that Quebec has benefited 
from Labrador’s hydro resources by reap- 
ing large windfall profits by reselling elec- 
tricity at vastly higher prices than it pays 
for it. 

The Supreme Court of Canada had 
its chance to rule on the equitability of 
this arrangement during 1984. Its deci- 
sion basically came down to the fact that 
a contract is a contract, and can only be 
changed by mutual negotiation and con- 
sent between the signatories. There are at 
least two consequences of the impasse 
which persist. Firstly, there is little incen- 
tive to begin development of other sites 
in Labrador. Secondly, the Island of New- 
foundland, denied access to relatively in- 





expensive Labrador power, 
faces the unpleasant prospect 
of building more oil-fired 
thermal capacity to meet its 
long-run demand for power. 
Given the lead time necessary 
to bring an electricity 
generating plant into produc- 
tion, decisions must be taken 
quite soon. 
Offshore activity marks time 
The image of offshore 


potential has become slightly tarnished 


with the passage of time. This is not to 
say the potential is not there. Indeed, dur- 
ing 1984 there has been news of more 
substantial oil reserves off New- 
foundland, and of gas reserves off Nova 
Scotia. 

There has been little perceived pro- 
gress, however, towards making the 
promise a reality to the benefit of Atlan- 
tic Canada. As 1985 starts, there will also 
be new rules to govern offshore explora- 
tion and development. One of these has 
been known for some time — world oil 
prices have shown no tendency to 
strengthen, but rather have continued to 
go down. What was originally regarded 
by many as a short-run dip in prices is, 
indeed, becoming the norm which will 
govern energy economics for the balance 
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of the 1980s. 


Other changes are bound to follow a 
change of government in Ottawa. In the 
first place, there will be a resource- 
management agreement within a few 
months to manage development of re- 
serves off Newfoundland. And in the sec- 
ond place, there will be changes to the Na- 


tional Energy Program (NEP) which will 


probably affect exploration incentives. 
Petroleum Incentives Payments have 
covered up to 80 per cent of the total cost 
of offshore exploration for the past few 
years, for a total cost exceeding $1 billion 
to the end of 1983 off the East Coast. 
These payments are credited with giving 
a degree of stability to the Nova Scotia 
economy especially during uncertain 
economic times. Changes to the NEP may 
see some of the attention move back 
towards the west of Canada. 

The East still has a future stake in oil 
and gas developments, however. There 
appears to be a willing market for Ven- 
ture natural gas in New England, and no 
one can deny the size of the Hibernia oil 
pool. There are still difficulties in deal- 
ing with seasonal ice off Newfoundland, 
but researchers are also tackling this, and 
other, environmental problems. Develop- 
ment will come; when it will come is less 
certain than ever. i 
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TRADE: 
Both retail 
and export 


Both retail and export trade are im- 
portant engines behind economic perfor- 
mance in Atlantic Canada. The former 
is a strong reflection of domestic con- 
sumer demand and spending in the region, 
the latter an indication of foreign demand 
for Atlantic Canadian products. 


Patterns in consumer spending 

Consumer spending in Atlantic 
Canada has been a prime component of 
regional recovery since early 1983. This 
has been due to improved levels of em- 
ployment, better incomes and more con- 
fidence in the immediate future which has 
prompted people to make those purchases 
which they perhaps denied themselves 
during the recession. 

Lower interest rates have also made 
financing major purchases (cars, appli- 
ances and so on) less expensive, and have 
made the alternative of saving less attrac- 
tive. Reduced inflation has given a degree 
of price stability unknown for a decade. 


Retail sales around Atlantic Canada 


increased by 12 per cent over the first eight 


By putting the city and office 


far behind we bring minds closer 
to the business on your agenda. 


We’re White Point Beach 

Lodge — meeting and conference 
centre in a refreshing, 

stimulating and rustic setting. 


Only an hour anda half from 
Halifax. 


Meetings at White Point. Just think. 











1984. 


their effects. 
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e Retail trade has been a major component of a good 
performance by many parts of the region in 1983 and 


e Export sales have also done very well, capitalizing on 
American recovery and a low Canadian dollar. 


e The rules of the export game are constantly changing 
as protectionism and exchange rate variations have 





months of 1984, when compared to the 
same period in 1983. This is faster than 
the rate of inflation (3.7 per cent) or than 
the national average increase in sales (10.7 
per cent), and amounted to a total value 
of sales of $61 billion. 

Sales have been particularly brisk in 
Prince Edward Island (a reflection of an 
excellent potato harvest in the 1983/84 
crop year and good lobster landings in 
1983) and Nova Scotia. Sales of new 
motor vehicles have been excellent, 
demonstrating that consumers have been 
making durable purchases they post- 
poned in 1982 and 1983. 


Sources of finance 
Funds to enable consumer spending 
can come from one or more of several 


White Point Beach 
Hunt’s Point, N.S. 

BOT 1G0 

(902) 354-3177 
Telex: 019-23620 


THINK TANK 
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sources. First is current income, and there 
were signs that when the current surge in 
retail sales began in mid-1983, this source 
provided a relatively small portion of ne- 
cessary finance. It is likely, however, that 
a larger share has been financed from cur- 
rent income in 1984. 
Second is personal savings, and the 
evidence indicates that savings were run 
down in 1983/84 to finance consumer 
spending, and a greater portion of per- 
sonal income was diverted from savings 
accounts to consumer purchases. 
Third is personal credit, either by 
means of bank loans and the like or by 
shorter-term borrowing such as credit 
cards. In fact, per capita borrowing from 
chartered banks in Atlantic Canada in- 
creased quite consistently during the lat- 


| ter parts of 1983 and well into 1984. 


Short- and long-term trends 

Short-term trends in consumer spend- 
ing are very sensitive to interest rate 
changes, whether real or anticipated. 
There was, in fact, a slowing down in the 
rate of spending in the middle months of 
1984. This may speed up again over the 
Christmas period, but may then begin to 
moderate again as consumers, often hurt 
badly during the recession, save more and 
spend less. 

Longer-term trends in consumer 
spending will largely reflect demographic 
changes. For example, population growth 
has slowed down, and the population is 
getting older on average. As the popula- 
tion ages, the rate of household forma- 
tion also declines, and along with this the 
necessity to fill new households with con- 
sumer goods also goes down. This pro- 
cess is enhanced as older people pro- 
gressively turn their attention and in- 
comes towards providing for their retire- 
ment rather than current consumption. 

To offset these demographic pro- 


_ cesses, however, is the type of surge in 


spending usually induced by such new 
goods as video-cassette recorders or 
satellite TV dishes. As long as incomes 
and perceived necessity of such items 
allow, retail sales will continue to be an 


| important factor in the Atlantic economy. | 


Export sales 


Faced with a limited domestic market, 


_ most of Atlantic Canada’s goods must be 
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INTRODUCES A 
BREAKTHROUGH IN TIME 


Finally ... an LTL expedited road 
service designed specially for 
Eastern Canada! 





ST. JOHN 


DARTMOUTH 


We realize that your time-sensitive LTL 
shipments are just as important to you 
as your full loads. Consistent 2nd day 
service between Montreal/Toronto 
and Saint John, Moncton and Halifax/ 
Dartmouth is now here! 






Call Midland today and your shipment 
is on the road tonight. Our scheduled 
nightly departures are the key to 
Midland 2-Day. Your valuable LTL 
merchandise is moving, not sitting 
in a warehouse. 


For years, Midland has been providing 
top quality service that makes our 
customers look great. We’ve got your 
reputation to live up to. 


With a complete range of services and 
the equipment to handle everything 
from parcels to truckloads, Midland is 
the choice between Ontario, Quebec 
and the Atlantic Provinces. Excellent 
connections to and from Western 
Canada mean we can offer service 
that’s truly coast to coast. And our 
terminals in Boston, Mass., Portland 
and Bangor, Maine provide service be- 
tween the U.S. and Atlantic Canada. 


Today we’re breaking through the time 
barrier with 2-Day expedited road 
service. 





Come and join us in the fast lane. Call 
Midland 2-Day today. Or fill in the 
coupon below for more information. 


TRANSPORT LIMITED 


P.O. Box 929, 
Moncton, N.B. E1C 8N8 
(506) 388-4545 


TITLE 
COMPANY 
ADDRESS 
CITY 
PROVINCE 
POSTAL CODE 


TELEPHONE 
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TRADE: 


exported. As many of these products are 
resources or resource-based manufac- 
tures, this largely explains the region’s 
vulnerability to ups and downs in the in- 
ternational business cycle. 

The value of merchandise exports 
from the Atlantic region for the first seven 
months of 1984 was almost $3 billion. 
This compares to a sum of $2.2 billion 
for the same period in 1983, and illustrates 
well how a stronger than anticipated re- 
covery in the American economy in 1984 
has greatly stimulated demand for Atlan- 
tic production. 

The largest single contribution to ex- 
ports was $1.4 billion from New Bruns- 
wick, spurred on largely by a sterling per- 
formance by forest products. Indeed, 
forest products (mainly pulp and paper) 
in Newfoundland and Nova Scotia have 
also done very well. Food product exports 
(based on both agricultural and fish pro- 
cessing) have suffered rather badly from 
difficulties in the fishery sector. Nova 
Scotia’s production and exports of end 
products, however (manufactured items 
such as tires, railcars and steel rails), in- 
creased by 40 per cent. 

Special mention should be made of ex- 
ports from Prince Edward Island. They 
were valued at $81 million between 


January and July, 1984, four-fifths of - 





It’s underway. Ten minutes 


which were food products. This repre- 
sents an excellent increase over the past 
few years, as evaporated milk has been 
shipped overseas from Charlottetown, 
and as potatoes (both table and seed 
stock) have found new markets 
worldwide. 


Exporters face difficulties 

The impressive increases in export 
trade from Atlantic Canada over the past 
few years have been made during a time 
when a protectionist mood has threatened 
all world trade. In some respects, indeed, 
this has directly affected Atlantic pro- 
ducts. The European Economic Commu- 
nity (EEC), for example, reduced its im- 
port quotas on newsprint from 1.5 million 
tonnes annually to 375,000 tonnes at the 
beginning of 1984. (This quota was raised 
several times during the year.) 

Canadian mills were shipping 700,000 
tonnes annually to EEC markets, much 
of this coming from Atlantic mills, par- 
ticularly those in Newfoundland. Sharp 
permanent reductions such as these can- 
not help but worry newsprint producers. 

There also have been mumblings of 
discontent from American fishing in- 
terests over the price of Canadian fish in 
U.S. markets. This is the single most im- 


portant market for Canadian fish, and 


Ground breaking. 
Phone ringing. 


Ragged Lake Research and Business Park near Halifax 
has national and international companies calling. 


APE 


any reductions in export shipments (as 
demanded by U.S. fishermen) would 
compound serious difficulties within the 
Atlantic fishery. Similar threats are once 
again emerging to affect Canadian lum- 
ber sales in U.S. markets. 

Both fish and lumber exports to the 
U.S. and many other Atlantic com- 
modities have, however, benefited 
substantially from alow Canadian dollar. 
This has prompted U.S. buyers to build 
up their stockpiles of things such as 
newsprint or mineral products while 
prices are so relatively low. 

Unfortunately, the Canadian dollar 
has remained quite firm against most 
European currencies. This also means 
that these European currencies are also 
weaker than the Canadian dollar in 
American markets. There are two effects 
from this. Firstly, Canadian goods are less 
competitive in European markets. 
Secondly, European goods (such as 
Icelandic fish or Scandanavian forest pro- 
ducts) are more competitive in U.S. 
markets. 

These, and many other, items com- 
plicate the lives of exporters. Their suc- 
cess in recent years indicates they have 
met such challenges, and this experience 
will stand them in good stead in the 
future. 





Planned by the Halifax 








Industrial Commission. Phone 
David Miller for more information. 
Or write: Halifax Industrial 
Commission, Box 1749, Halifax, 
Nova Scotia, Canada B3J 3A5. 
Telex 019-22641. 


from Halifax. The first 30 acres of 
1200 acres of parkland is being 
developed. Ideal for light industry, 
assembly, research and company 
offices. 

Located on unspoiled 
woodlands close to the ice-free 
container port of Halifax, with 
access to major highway and rail 
facilities and an international 
airport. 









Ragged Lake Research and Business Park 





IN HALIFAX call 421-8682 


ELSEWHERE IN CANADA call toll-free 1-800-565-1263 






TRANSPORTATION: 


Ports boom, 
airlines merge, 
deregulation 
looms 


There are few better ‘‘instant’’ indica- 
tions of economic health in certain parts 
of Atlantic Canada than shipping through 
the region’s main ports of Halifax and 
Saint John. The amount of cargo moved 
is a short-cut reflection of how Nova 
Scotia and New Brunswick are doing re- 
spectively. Results for both ports over the 
first three-quarters of 1984 have been 
most encouraging. 


Halifax grows rapidly 

Tonnage imported through the Port 
of Halifax over the first nine months of 
1984 was 14 per cent higher than over the 
same period in 1983. The total tonnage 
was more than 5 million tonnes, of which 
4 million were crude or refined oil pro- 
ducts to feed Dartmouth’s two refineries, 
or one of the Nova Scotia Power Corpora- 
tion’s generating stations. Containerized 
general cargo imports was up by two- 
thirds to almost 800,000 tonnes. 

Cargo exported through Halifax is 
rather‘more diversified, and amounted to 





from 1983. Gypsum was the single most 
important commodity shipped (more 
than 2 million tonnes) followed by refined 
petroleum products. 

Halifax is perhaps better set in 1984 
to expand its role as a vital East Coast 
port than at any time in the past. A new 
generation of container ships started call- 
ing during 1984, bigger and requiring the 
deep water that the port offers. One of 
the two container piers is being expanded 
just two or three years after being opened. 
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e Major ports in Nova Scotia and New Brunswick have 
done very well in 1984, reflecting solid performances 
in the region’s economy. 


e Eastern Provincial Airways merged with CP Air and 
appears set to begin an aggressive campaign to gain 
more routes and attract more people to fill its seats. 


e Deregulation of transportation is a fact of life in the 
United States, and appears inevitable in Canada. It 
will affect travel by air, trucking and the railways. 





Port authorities are most optimistic. 


Saint John moves New Brunswick’s 
resources 

Export tonnage shipped through the 
Port of Saint John to August, 1984, was 
40 per cent higher than the same period 
in 1983. This one piece of information 
alone testifies to the recovery and expan- 
sion of New Brunswick’s resource-based 
industries. Import cargoes were up by 11 
per cent. 

Many of the province’s most impor- 
tant products are shipped to market 
through Saint John, including newsprint 
and other forest products. In 1984, these 
established commodities were joined by 
potash from the new mine near Sussex. 
The port also continues to move contain- 
erized cargo from and to other points in 
Canada. 

It would be difficult to underestimate 
the vital role the ports play in the economy 
of the Atlantic region. One or two ocean- 
going vessels call at many Atlantic har- 
bors each year, to load fish, pulpwood, 
potatoes, mineral products and so on. As 
the region discovered early prosperity in 
the advantage of relatively easy access to 
markets, so this locational advantage may 
serve again to give more prosperity to the 
Atlantic economy. 


EPA and CP Air 

Eastern Provincial Airways was rarely 
out of the news for long in 1984. Early 
in the year, it announced movement of its 
operating base from Gander (Newfound- 
land) to Halifax. About 500 jobs were 
involved. 

Shortly afterwards, the sale of the 
airline to CP Air was announced. Subse- 
quent developments have seen EPA pre- 
paring actively for the anticipated 
deregulation of Canadian air traffic. Ap- 
plications for new routes have been an- 
nounced, and ticket prices within the 
Maritimes, and within Newfoundland, 
have been cut to levels in direct competi- 
tion (in some cases) with surface 
transportation. 

The prospect of air deregulation in- 
spires mixed feelings within the region. 
On the one hand, supporters of the move 
indicate the greatly reduced ticket prices 
which have resulted for deregulation in 
the United States. On the other hand, 


others point to the increasing concentra- 
tion of benefits from deregulation on cer- 
tain high-volume routes. There may also 
be a price to pay in terms of air service 
to many smaller centers within Atlantic 
Canada. Such service may not survive in 
the very competitive world of deregulated 
airlines. 


Deregulation is in 

Not only air traffic is a target for de- 
regulation. The new federal government 
is also examining deregulation of other 
modes of transportation. Once again, this 
follows recent developments south of the 
border. Major acts governing transport 
in Canada are scheduled for revision, in- 
cluding the National Transportation Act, 
the Railway Act, the Aeronautics Act, 
and the Transport Act. Trucking and rail 
will be affected, as well as air. 

There are also specific transportation 
issues which affect Atlantic Canada, some 
of which are all too familiar, others which 
may well become more familiar quite 
soon. Discussion over the future of freight 
subsidies in 1983 dominated transporta- 
tion circles. These subsidies survived in- 
tense scrutiny by federal authorities, and 
were retained at existing levels. This issue 
may resurface at some stage as Ottawa 
examines ways to reduce a federal deficit. 

By the same token, subsidies to ferry 
services in the region have been mentioned 
as worthy of thorough examination by at 
least one Ontario-based analytical group. 
Another group (the Economic Council of 
Canada) has recommended discontinuing 
the at-and-east rates (which assist ship- 
ment of Prairie grains through East Coast 
ports) and feed freight assistance pay- 
ments (which subsidize shipments of west- 
ern feed grains to Atlantic farmers). On 
a positive note, Atlantic Canada is likely 
to regain some of the passenger rail ser- 
vice cut at the end of 1981. 

Much of the history of the Canadian 
Confederation can be couched in terms of 
transportation issues and crises. The sheer 
physical size of the country means an effi- 
cient transportation system is vital to move 
goods both internally and to export 
markets. The changing times of the 
mid-1980s are unlikely to see any lessening 
of interest in, and threats to, the structure 
of the transportation system which assists 
Atlantic Canada to function smoothly. &@ 
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Envoy 100 does within minu 
send, receive and act on many 
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DISTRIBUTOR ORDER FORM 


CUSTOMER Empire Air Conditioning Ltd. E: May 14, 1984 
ADDRESS 1282 Industrial Avenue 

Winnipeg, Manitoba 

R3C 2B2 
TELEPHONE : (204) 722-7000 


ORDER NUMBER ITEM CODE UNIT PRICE 


467A 28BG030 3 $230.00 
518D 311N514 2 $290.00 


621A 38VU030 4 $780.00 
TERMS: 2 net 30 ORIGINATED BY: C.E. Lawson 


COMMENTS: 
Rush order. Increase in customer sales have depleted current stock 


Command? Bye 9 


This ENVOY 100 session is now complete. 
DATAPAC: call cleared - remote request 
DATAPAC: 8140 4029 








tes what it now takes days to do: 
of the business forms you use. 





Envoy 7/00" 


Envoy 100, offered by the 
member companies of Telecom 
Canada, is the electronic mes- 
Saging service that enables you 
to prepare, access, format and 
correct your own simple busi- 
ness forms. You can also dis- 
tribute and file these forms- 
within your own Office, or with 
any other subscribing company, 
anywhere. And it permits you 
to do all this in a matter of 
minutes. 

Envoy 100 is more efficient 
than paperwork, faster and 
easier to use than you ever 
thought possible. And the 
cost of So much efficiency? 
Remarkably little. 

In fact, Envoy 100 will save 
you money by increasing your 
productivity and by reducing 
communications costs (because 
Envoy 100 charges are based 
on volume of use). 

What's more the same 
expertise and resources that 
have made Telecom Canada a 
world telecommunications 
leader are your assurance of 
quality service. There is no 
expensive equipment to buy, 
nor is any special training or 
knowledge of computer 
language necessary in order to 
use Envoy 100. Any standard 
Office terminal can be adapted, 


and access can be made from 
any telephone in Canada. 
Virtually any employee you 
wish can utilize the service with 
simple commands to increase 
their on-the-job effectiveness. 

Envoy 100. It’s yours to use. 
And to enjoy the confidence of 
Knowing that you are joining 
the increasingly large numbers 
of users who can reach more 
people with terminals than any 
other service. Envoy 100 is 
the largest national public 
electronic messaging service in 
Canada. It’s the only one that 
offers the added benefit of 
using EnvoyPost, an electronic 
mail service that allows you 
to send information from your 
terminal to a Canada Post 
Electronic Mail Centre for 
delivery virtually anywhere in 
Canada the same or next busi- 
ness day and via ECOM to 
millions of U.S. addresses within 
two business days. 

For a free brochure on Envoy 
100, call toll free 


1-800-361-3050 


Envoy 100. It’s the key to your 
communications needs...all the 
way down the line. 


Maritime Tel & Tel, NB Tel, 
Newfoundland Telephone and Island Tel 


Members of: 


Jelecom 





Canada 





THE FISHERY: 


Restructured 
but not 
revitalized 


The financial restructuring of Atlan- 
tic Canada’s large offshore sector was 
well under way by the fall of 1984. 
However, the two new companies which 
now dominate offshore processing 
(Fisheries Products International in New- 
foundland and National Sea Products 
Ltd. of Nova Scotia) have not yet lived 
up to the high expectations that many had 
for them. 

A continuing financial crisis reflects 
the serious implications of a number of 
interrelated issues, among them: a re- 
structuring in danger of collapse; lower 
levels of landings; sluggish markets; and 
other domestic and international prob- 
lems. These issues affect the two super- 
companies, small processors and the in- 
dividual fishermen. It will be a difficult 
task to improve industry fortunes in 1985, 
but there is a consensus that things can 
only get better. 


The restructuring 

It is becoming clear that early criticism 
that restructuring was underfunded was 
correct. Fisheries Products International 
still had debts in the order of $100 million 
even after a substantial injection of gov- 
ernment funds. The government-con- 
trolled company will likely show losses 
in the $25-million range in 1984, and has 
already given notice that a further cash 
injection of $125 million may be needed 
to assure a degree of profitability. 

National Sea Products, still in private 
hands, will fare better. Operations have 
been trimmed and the Nova Scotia com- 
pany was expected to cut losses in 1984. 
The need for further government funding 
has not been ruled out, however. 

This financial baggage, combined 
with high and expensive inventories, put 
companies in a squeeze again in 1984. 
The financial crisis has not reached 1983 
proportions, though, for several reasons. 

First, the federal government stepped 
in with a $14.5-million inventory assis- 
tance program for frozen cod. A $25- 
- million loan guarantee was provided to 
Fisheries Products International. These 
closures helped companies resist pressure 
to ‘‘dump”’ inventories, and kept prices 
from falling even further than they did. 
A strike by Newfoundland trawlermen 
and a poor inshore fishery in that province 
in 1984 also served to ease pressure on 
inventories. 


Industry performance 1984 


Problems in the fishing industry are 
usually reflected in the level of landings. 
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groundfishery and later a trawlermen’s 


better in 1985. 


e A year after industry reorganization, the fishery is still 
in one of its worst periods ever, but is set to do a little 


e Landings are generally down, and markets soft in spite 
of a low Canadian dollar. 


e Labor problems have added to the overall confusion 
within the industry. 





In addition, landings in 1984 reflect a mix 
of environmental, market, and regulatory 
influences leading to substantial variabil- 
ity in results by province, district, and 
species. 

The groundfishery (cod and others) 
shows landings below 1983 levels. Al- 
though early season landings of northern 
cod were good, a large proportion of these 
landings went into block production. 
With prices flat for this product over the 
last few years, inventories grew and land- 
ings began to reflect this poor demand. 
Adjustments took the form of permanent 
closure of the National Sea plant in 
Halifax and slowdown and temporary 
closure at other plants in Nova Scotia. 
Newfoundland, too, reduced its capacity, 
although a slow early summer and fall 


strike account for lower landings after 
August. 

The shellfishery (especially important 
in New Brunswick and Prince Edward 
Island) fared somewhat better. The 
lobster fishery did better in 1984 than in 
1983 in Newfoundland and Nova Scotia. 
New Brunswick and Island lobster catches 
were also very good, but an excellent year 
in 1983 makes a direct comparison mis- 
leading. The crab fishery was not as for- 
tunate. Lower prices and lower catches 
were the norm in 1984. With the closure 
of the late summer Gulf crab season this 
year to help preserve stocks, it seems likely 


covery. This resurgence in demand has 





that this fishery has reached its peak in 
the Gulf. The scallop fishery continued 
its decline, reflecting depleted stocks of 
sea scallops on Georges Bank and increas- 
ed concentration on smaller species such 
as Icelandic scallops. 

Pelagic species fared poorly in 1984. 
Lower landings of herring reflect severe 
stock problems. Only the practice of over- 
side-sales to Soviet ships and sales of her- 
ring roe to Japanese buyers have pre- 
served the high prices that make the 
fishery viable. 


Tough markets 

American markets, the destination for 
close to 80 per cent of the region’s fish 
exports, seem to be increasing demand in 
conjunction with general economic re- 
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been rather specific, however. Prelim- 
inary figures show production and ex- 
ports of fresh fish and frozen fillets 
well ahead of 1983’s pace. Exports of 
frozen fish blocks (mostly cod) were 
down, however. 

Another problem emerging in markets 
in 1984 was stiff competition in traditional 
markets from countries whose currency 
has been devalued in relation to Canadian 
and American dollars. Icelandic fish ex- 
ports have become extremely competitive 
by this means. Increasing competition is 
but one of many problems the industry 
faces at home and abroad. 
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APEC CONSTRUCTION: 


A host of problems 

At home the industry faces a number 
of serious labor problems. Strikes by 
trawlermen and scallopers continued in 
Newfoundland and Nova Scotia in the fall 
of 1984. Strike action remains a distinct 
possibility among Newfoundland plant 
workers who, like the trawlermen of that 
province, have been without a contract 
for some years. 

Stock problems have seen the landings 
of scallops on the decline for several years. 
The transfer of effort to smaller species 
in other areas has in no way compensated 
for the depletion of thé Georges Bank 
stocks. Poaching and minimum size in- 
fractions have grown in recent years for 
this and other important shellfish species. 

International concerns include the set- 
tlement of the Georges Bank boundary 
dispute. The International Court of 
Justice granted Canada one-sixth of the 
bank, about half of the area claimed. The 
settlement, while it sets the groundwork 
for stock management talks with the 
Americans, could have serious short-term 
consequences for the Nova Scotia-based 
scallop fleet. 

Most disturbing, however, is the po- 
tential for countervailing duties as a result 
of an investigation by the U.S. govern- 
ment’s International Trade Commission 
into Canadian fish imports into the 
United States. American fishing interests 
point to low prices which they claim re- 
flect a high level of support from Cana- 
dian governments. Canadian interests 
claim that low prices reflect differences 
in currency, higher catches per unit effort, 
and better stock management policies. 
The government-assisted restructuring 
has drawn added attention to this series 
of ITC hearings. 


In search of solutions 

It has been a year since the restruc- 
turing of the offshore processing sector, 
and almost two years since the release of 
the Kirby report. The recommendations 
of the report have been met with severe 
criticism resulting in slow or incomplete 
implementation of all but the most 
‘‘motherhood’’ of recommendations. 

Finding solutions to the industry’s 
problems now falls to a new federal gov- 
ernment. This will not be an easy task. 
The industry’s problem has always been 
a mix of long-term structural problems 
and short-term emergencies. 

A few new ideas have emerged, how- 
ever. There are proposals for new regional 
fisheries councils as a basis for new 
policies. There may be greater emphasis 
on increased foreign investment, more 
equity participation by workers (co- 
operatives), and a strong re-emphasis of 
long-term economic viability as goals for 
Atlantic Canada’s fishing industry. All 
will be welcome trends in a beleaguered 
sector. bo 
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more building. 
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e Residential building starts in Atlantic Canada are 
generally down, due in part to increasing interest rates 
and a strong performance in early 1983. 


e Business investment is still slow, but appears to be 
picking up for 1985. . 


e Lower interest rates at the end of 1984 will stimulate 





Interest rates 
play a big role 


Following a year of relatively stable 
interest rates in 1983, rates began to inch 
upward in 1984. By the end of July, five- 
year mortgage rates had increased to 15.5 
per cent from 12.5 per cent earlier in the 
year. This movement had an immediate 
dampening effect on residential construc- 
tion. The general slowdown in home- 
building was compounded by a slow pace 
of business investment. 

A mid-year review of investment in- 
tentions in Atlantic Canada shows an in- 
crease in capital expenditures on construc- 


tion of 7.8 per cent (to $14.3 billion) in 
1984. A quarter of this total is accounted 
for by housing construction, another 
quarter by government, anda third from 
capital spending in the mining sector. 

While investment growth is still 
positive, the pace of investment has slow- 
ed. Interest rate movements have had a 
clear impact on investment in 1984 and 
— be expected to play a similar role in 
1985. 


The interest rate story 

Recent history of interest rate 
movements is complex. Interest rate fluc- 
tuations in Canada are undeniably tied to 
movements in the United States. 
Canada’s heavy dependence on trade with 
the U.S. has forced Canadian interest 
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eople in over 100,000 households, pur- 
chase their consumer, agricultural and 
petroleum products and services from 175 


locally-owned co-ops in Atlantic Canada. 


These co-ops have total sales in excess of 630 
million, total assests of 205 million, and employ 
3000 in full and part-time positions. 


Atlantic Canadians, through their local co-ops 
and central organization, Co-op Atlantic, are part 
of a distinct form of enterprise, based on a vision 
of co-operatives as organizations that are based 
on equity, equality, and mutual self-help. 


Be a partner in the vision. Join a local co-op today. 


® The Co-operatives of Atlantic Canada 


CO-OP 


served by 


Co-op Atlantic 


P.O. Box 750, 123 Halifax St., Moncton, E1C 8N5 
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TECHNOLOGY 
COMES TO OUR 
FORESTS. .. 
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__ WITH THE 


AQUISITION OF A 
COMPUTERIZED 


FOREST 
INFORMATION 
SYSTEM 





Fraser is able to better 
forecast fibre availability 
resulting in sound 
regeneration plans to fulfill 
the needs of tomorrow. 


At Fraser 
the Future is first 
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CONSTRUCTION: 


rates to track those south of the border 
very closely. 

In 1983, stable interest rates, combin- 
ed with the impact of tax cuts and record 
defence spending, provided the stimulus 
for 18 months of strong growth in the 
U.S. This rapid growth increased fears of 
renewed inflation. The U.S. monetary 
authorities have a strong policy to not let 
this happen. Increased demand for con- 
sumer and business credit, caused by 
rapid growth, resulted in an upward drift 


























government programs which created a 
minor housing boom in 1983, but which 
were discontinued for 1984. 

Abnormally high rates of housing 
starts in early 1983 may also account in 
part for an apparent resurgence in hous- 
ing starts in August, 1984. This can also 
be related to a decline in interest rates 
which began about the same time, and 
which bodes well for early 1985. 


Business investment struggles 

Business investment to late 1984 has 
lagged well behind a consumer- and 
export-led Canadian recovery. While 
business investment has surged ahead in 
the U.S., Canadian businésses have been 
reluctant to follow suit. The most con- 
vincing argument put forward to account 
for this discrepancy is the weak capital 
structure of Canadian industry. 

The debt burden of domestic industry 
has become too large relative to its equi- 
ty base. The bottom line is that company 
profits, which are being re-invested in new 
plants and developments by U.S. com- 
panies, are being used to pay off large 
debts by Canadian companies. Invest- 
ment in Canada has been very slow for 
some time. 

A strong showing by several indicators 
may force a revision of the state of af- 
fairs, however, and could set the stage for 
a strong showing in 1985. The value of 
non-residential building permits was up 
in every province in the region except 
Newfoundland during the first seven 
months of 1984. Renewed optimism sur- 
rounding the offshore may bring this pro- 
vince into line by 1985. Increases in net 
corporate incomes in the first half of 1984 
combined with declining interest rates in 
the second half of the year set the stage 
for improvements in the pace of business 
investment in 1985. 
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in interest rates. Investors’ long-standing 
discomfort with a massive federal deficit 
heightened the effect. 

Canadian interest rates followed close 
behind, reaching a peak in late July. A 
slowing of the pace of U.S. economic 
growth in the second half of 1984 has eas- 
ed the pressure on interest rates, however. 
Worries over growth-induced inflation 
have eased, and there is a perceived 
resolve to deal swiftly with deficits. The 
impact of changing interest rates is most 
visible in the residential construction 
sector. 













































Governments, restraint vs. stimulus 

In 1984, as in the past, the construc- 
tion industry has relied heavily on acom- 
bination of government supported special 
projects, major projects and assistance 
programs to get it through hard times. 
About half the funds committed to the 
federal Special Recovery Projects — first 
announced in the April, 1983, budget — 
still remain. All four provinces have 
benefited from projects under this pro- 
gram. Provincial governments too were 
active in their support of the construction 
industry, committing funds to major utili- 
ty developments and the construction of 
various buildings and institutions. 

This level of support will begin to fall 
off in 1985, however. Federal and provin- 
cial governments face severe financial con- 
straints resulting from a rapid building up 
of deficits during and after the most recent 
recession. These financial constraints will 
mean less discretionary spending and a 
reduced capacity for stimulative policies in 
the years to come. & 






















Home construction sags in 1984 

The pace of residential construction 
is closely tied to the availability and cost 
of mortgages. It is not surprising, 
therefore, that an upswing in mortgage 
rates beginning in mid-March is reflected 
in declines in urban housing starts in the 
first eight months of 1984 in every Atlan- 
tic province except Prince Edward Island. 
The department of veterans affairs move 
to Charlottetown is clearly having an im- 
pact in the latter, as it has kept demand 
for housing strong. The overall decline 
elsewhere can be attributed in part to 
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Pulp mills at 
capacity 


Forestry industries usually rebound 
relatively quickly from times of recession. 
Lumber, in particular, responds rapidly 
to the first signs of improved conditions, 
as performance in 1983 demonstrated. 
During 1984, lumber mills have yielded 
first place, in terms of performance, to 
pulp and paper mills. 


Pulp mills gallop back 
Canadian pulp and paper mills 
operated close to capacity during 1984, 
and much of the national performance 
was pulled along by the industry in 
Eastern Canada. Atlantic mills have 
benefited substantially from this in- 
creased pace. There has been a series of 
increases in prices for newsprint. Each 
time an increase was announced, analysts 
doubted whether it would 
hold. Not only did each in- 
crease hold, it was followed by 
consideration of a further hike. 
The next round of increases ap- 
pears set for early 1985. 
Other factors have assisted 


the pulp and paper sector in sie 
Atlantic Canada. A low Cana- 2,400 
dian dollar has boosted sales 2,200 
to American customers. A 2.000 
reduction of the newsprint im- 
port quota to European oe 
Economic Community (EEC) 1,600 
countries (largely to give most- 4,400 
favored nation status to other ie 
non-EEC suppliers in Europe, 
such as Sweden) has not been 1,000 
quite as substantial as original- 800 
ly anticipated. And the region’s 600 
mills took advantage of down- of 


time in 1981 and 1982 to mod- 
ernize their equipment and to 
increase efficiency. 

Pulpwood production 
demonstrates the pace of the 
year to date, with substantial 
increases in the three principal provinces. 
Newfoundland especially has done well 
(a 63 per cent increase in the first eight 
months of 1984), and New Brunswick is 
approaching traditional healthy levels. 
Nova Scotia’s 54 per cent increase in pro- 
duction partly reflects the fact that one 
of the province’s three big mills was closed 
by strike action during the first five 
months of 1983, and this is reflected in 
statistics for that year. 


Clouds in the sky 

Pulp and paper producers are not out 
of the woods yet, and it would be wrong 
to assume the industry will have an easy 
time until the end of the century. Much 
of this outlook, as in past years, lies in 
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e Pulp and paper mills have bounded ahead in 1984, as 
increases in newsprint prices have stuck, and a low 
Canadian dollar has spurred sales in the United States. 


e Lumber prices have drifted downwards, and stockpiles 
at mills have increased as higher interest rates have 
reduced construction activity. 


e There appears to be a little more resolve in Atlantic 
Canada to tackle longstanding and urgent problems of 
forest management and wood supply. — 





less-than-assured supplies of fibre from 
the region’s woods. New Brunswick has 
perhaps gone furthest along the road 
towards solving this problem, with com- 
mendable action by both public and 
private sectors in making forest manage- 
ment an integral part of the sector’s 
responsibilities. 

New Brunswick has also examined the 
supply potential of small private wood- 
lots, and Nova Scotia’s Royal Commis- 
sion on Forestry will report in 1985. 





PULPWOOD PRODUCTION 
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Each of the provinces has signed forest 
renewal agreements with the federal 
government, some of which supplement 
development agreements already in 
force. With the establishment of the new 
federal ministry of forestry, there is a 
little more hope for concerted action on 
resource management. 

Shorter-term problems have sur- 
rounded some of the provinces’ older 
mills. The mill in Corner Brook, New- 
foundland, spent most of the first eight 
months of 1984 under threat of closure. 
Only in mid-September did a group 
emerge from Montreal which was willing 
to buy the mill under certain conditions. 
One of these involved an agreement with 
labor over a suitable contract, another 





concerns the financing to undertake 
modernization of the mill. The com- 
munity itself is relieved, however, that 
its economic mainstay has a brighter 
future. 


Lumber prices down 

The region’s lumber mills responded 
swiftly in late 1982 to initial signs that in- 
terest rates were coming down. A good 
pace of residential construction in Eastern 
Canada and the United States sustained 
them through 1983, but 1984 was largely 
a year of marking time. 

Lumber prices have declined steadily 
throughout the year, and production over 
the first seven months in Nova Scotia and 
New Brunswick was down by 30 per cent 
and 11 per cent respectively. Production 
actually fell off sharply about mid-year 
as stockpiles began to accumulate. Resi- 
dential construction had tailed off as in- 
terest rates went up, and Canadian home- 
builders were not faced with the array of 
government incentives to build which 
characterized early 1983. Although a 
weak Canadian dollar against the U.S. 
dollar favored sales to American cus- 
tomers (and especially benefited New 
Brunswick mills), relative strength of the 
dollar against European currencies de- 
terred sales in important transatlantic 
markets. 


The outlook 

Pulp and paper mills appear to have 
enough impetus built up to see them well 
into 1985, especially if operating with 
modernized, more efficient equipment. 
The major problem is long-standing, that 
of wood supply. Even in this respect, there 
appears to be more resolve at least to ex- 
amine this grave situation, and to take the 
first initial steps to assuring some secur- 
ity of supply. 

Lumber mills have rather more 
uncertainty in their future, depending 
on the movement of interest rates and 
the response of the construction sector 
to any such movements. As well, there 
are rumblings once again emerging from 
U.S. lumber interests about applying 
to federal authorities in Washington, 
D.C., for a degree of protection for 
what they regard as unfair Canadian 
competition. The future will be, to say 
the least, eventful. @ 
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REGIONAL DEVELOPMENT: 


Evolution and 
dilution 


Regional development policies have 
been an active component of federal 
economic policies since the early sixties. 
A consensus that certain regions of Ca- 
nada require special treatment emerged 
in the late 1950s. Certain types of areas, 
of which the Atlantic region was highly 
representative, were singled out for a 
variety of special programs soon after. 

Early efforts were aimed at reducing 
poverty, particularly rural poverty, and 
increasing agricultural output. The con- 
cept of regional development in Canada 
came into being with the creation of the 
Atlantic Development Board (ADB) in 
1962. Under its programs, efforts for the 
first time were concentrated on a single 
region. 

The concept was more clearly focus- 
ed with the creation of the department of 
regional economic expansion (DREE) in 
1968 which brought a variety of pro- 
grams, including those of the ADB, under 
one administration. DREE’s purpose was 
clear: to reduce regional disparities in the 











slow growth region east of Trois-Riviéres. 
Its purpose, in a phrase, was to pursue 
regional development. 


Evolution begins 

Describing changes in regional 
development policy over time as an evolu- 
tion seems appropriate. Structural 
changes in regional policy have occurred 
in an environment of criticism of pro- 
grams, political expediency and various 
economic pressures. Its raison d’étre, 
reducing regional disparities, became less 
of a guiding force over time. 

The first stage of DREE’s evolution 
came with the broadening of the mandate 
of various programs culminating with the 
signing of General Development 
Agreements (GDAs) with nine provinces 
in 1974 (Prince Edward Island was 
already covered by a Comprehensive 
Development Plan). These agreements 
provided the framework for co-operative 
federal-provincial action on an array of 
sub-agreements covering various sectors 


and special projects. The main industrial 
incentive tool, the Regional Development 









omic and social strength resides in the 
Communities and on the farms of Atlantic 


Canada. 


| Acre co-operators realize that our econ- 









Local co-ops, served by their central organization 
Co-op Atlantic, have launched the new Aari- 
cultural Marketing and Development Division to 
better link the producing capacity of farms with 
consumer needs through the co-operative retail 
system. 


Creating a more self-sufficient Atlantic Canada, in 
food production is part of the vision of the Co-op 
Movement in producing and consuming what 
people need, through democratic organizations 
and interdependent people. 


Be a partner in the vision. Join a local co-op today. 


P.O. Box 750, 123 Halifax St., Moncton, E1C 8N5 
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® The Co-operatives of Atlantic Canada 


served by 


Co-op Atlantic 








Incentives Act (RDIA), was available na- 
tionwide by this time. 

The declining focus on the Atlantic 
region and on regional development is evi- 
dent from a review of DREE annual 
reports. DREE expenditures fell from two 
per cent of the federal budget in 1971 to 
less than one per cent 10 years later. Over 
the same period, the proportion of 
DREE’s budget allocated to the Atlantic 
region fell from 53 per cent to 36 per cent. 
In addition, in 1981 the Atlantic region 
received only 15.2 per cent of incentive 
funding under the RDIA program. 


New structures evolve 

Growing criticism of incentive pro- 
grams and the important GDAs, combin- 
ed with a perceived need to rationalize 
numerous existing programs, resulted in 
a reorganization of economic develop- 
ment priorities early in 1982. Program 
responsibility of DREE and the depart- 
ment of industry, trade and commerce 
were transferred to a new department of 
regional industrial expansion (DRIE). A 
new ministry of state for economic and 
regional development (MSERD) acquired 
DREP’s policy responsibility and served 
as cabinet’s main contact point in each 
province on economic matters. In 
mid-1984, MSERD itself ceased existence 
as an entity, and its responsibilities were 
taken over directly by DRIE. 

Several new or revamped policies re- 
mained with DRIE. Replacing a host of 
industry assistance programs was a new 
Industrial and Regional Development 
Program. The program was to be 
available everywhere in Canada and pro- 
vide assistance to business at each stage 
of the production cycle, from develop- 
ment to restructuring. Eligibility is deter- 
mined according to a disparity index bas- 
ed on measures of unemployment, in- 
come, and provincial fiscal capacity in 
each of Canada’s 260 census divisions. 

This particular aspect of the restruc- 
turing has drawn a lot of fire. Critics from 
the public and private sector have ques- 
tioned aloud the appropriateness of pro- 
viding assistance at the census division 
level. Some have voiced concern over cen- 
sus areas in depressed regions getting the 


| Same treatment as census areas in growth 


regions. Others have pointed to the 
development index’s inability to measure 
chronic disparity where hidden 
unemployment is high. 

The biggest concern relates to the ap- 
propriateness of tackling development 
problems at the census division level. Such 
areas may often lack the infrastructure 


| or the entrepreneurs to make use of pro- 
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grams. Inappropriate policies may account 
for reported levels of underutilization of 
these programs. Fitting square pegs into 
round holes clearly presents some problems. 

Criticism has been less severe for the 
new Economic and Regional Develop- 
ment Agreements signed this past sum- 
mer with each of the Atlantic Provinces. 
The new ERDAs are enabling documents 
in the co-operative spirit of the old 
General Development Agreements setting 
the guidelines for federal-provincial 
development undertakings for the next 
five or 10 years. Sub-agreements under 
each ERDA have been signed to address 
sectoral access in all four provinces. 

Two main differences between the 
ERDAs and GDAs have become ap- 
parent. Under a GDA sub-agreement, 
there are guidelines for maximum federal 
financial share, 90 per cent in New- 
foundland and 80 per cent in Nova Scotia 
and New Brunswick. Generally, 
agreements tend to be signed with the 
federal government shouldering its max- 
imum share. There are no such guidelines 
under ERDA. Sub-agreements signed in- 
to the second half of 1984 vary from 50/50 
to 80/20 in rare cases. In no agreements 
signed so far has the federal share been 
as high as 90 per cent. 

One other change is the two-tracked 
delivery approach where although federal 
and provincial portions of a sub-agreement 
are co-ordinated they are independently 
delivered. These aspects of the ERDAs 
worry provincial governments, who are 
severely pressed for the discretionary funds 
to put into these programs. 


Outlook 

Regional development policies have 
changed in the last 15 years. Policies have 
evolved from a clear focus on disparities 
in a part of the country with 10 per cent 
of the population to a country-wide multi- 
area development policy. Changing 
economic and political forces molded and 
continue to mold policy. 

Concern over the size of the federal 
deficit has led several national groups 
(such as the Business Council on National 
Issues) to point to regional development 
programs as one area that might be ex- 
amined to find ways to save money. Cut- 
backs in these areas would have a signifi- 
cant negative impact on the region. 
Although programs may be inappropriate 
in some cases and need review and im- 
provement in others, any tampering with 
the concept of regional development, even 
its present diluted form, will probably 
provoke a united and vocal response from 
the Atlantic region. 
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e The value of manufacturing shipments increased 
solidly in 1984, due mainly to good performances in 
Nova Scotia and New Brunswick. Difficulties in food 
processing (mostly fish) in Newfoundland and Prince 
Edward Island have held these two provinces back. 


There is the strong likelihood of better records from 
heavy manufacturing industries in 1985, such as steel 
products and shipbuilding. 


e Many manufacturing endeavors in the region remain 
rather sensitive to changes in interest rates. 








Solid 
performance 
in 1984 


A vibrant American economy has 
contributed to the solid performance 
recorded by Atlantic manufacturing in- 
dustries to the end of August, 1984. 
Recovery in this sector of the Atlantic 
economy, however, did not coincide ex- 
actly with that of other sectors. Since 
much of Atlantic Canada’s manufactured 
output is tied to primary resource process- 
ing, recovery in this region had to await 
renewed demand for end products. 

Lower and stable interest rates in 1983 
and early 1984 spurred consumer demand 
for a variety of products which are high 
priced and sensitive to interest rates, such 
as automobiles, major appliances, and 
machinery and equipment. Lower saving 
rates and improvements in disposable in- 
comes also helped. 

Incentives for manufacturers had 
been reduced during and immediately 
after the recession to abnormally low 
levels. By August, 1984, they were edg- 
ing back to normal levels. Growth in 


manufacturing employment was slow, 
however, with most employers slow to 
rehire. An upward movement in rates in 
1985 could undo much of the slow and 
painful progress of the last two years. 


Uneven performances between provinces 

The value of manufacturing ship- 
ments from the Atlantic Provinces 
was up by 23 per cent by the end of 
August, 1984. This was based solely on 
the exceptional performance of two pro- 
vinces, Nova Scotia (up 18 per cent) and 
New Brunswick (up 39 per cent). 
Shipments from Prince Edward Island 
and Newfoundland were more or less on 
a par with 1983. 

A steady performance by Nova 
Scotia’s food and beverage sector and a 
dramatic improvement in shipments of 
forest products and transportation equip- 


ment explain most of this good record. 


New Brunswick’s manufacturing per- 
formance was the best in Canada because 
of very good performance in the large 
food and beverage sector combined with 
great improvement in the output of pulp 
and paper mills. This latter sector reach- 
ed full capacity, after a year of assorted 
modernization projects, just as demand 
and prices recovered. 

In Newfoundland, the impact of good 
newsprint shipments was lessened con- 
siderably by a decline in the fish products 


MANUFACTURING SHIPMENTS 
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—_ BACKING 
INDEPENDENT 
BUSINESS 


We believe a nation with a 
successful small business 
sector is a prosperous nation. 


That’s why we’re here. 
Need financing? _ 


e We can provide term loans 
for up to 20 years. 


e You can choose: 
— floating rates 
— fixed rates for varying 
periods of time. 
— combination of floating 
and fixed rates. 


e Floating interest rate loans 
may be converted to fixed 
rates (at the borrower’s con- 
venience for a minimal fee). 


e Flexible repayment terms 
according to the borrower’s 
Capacity. 

— monthly installments 
— seasonal payments. 


With our Financial Planning 
Program we can help you 
prepare your case for financing 
or we Can even present it for 
you; or our Do-it-Yourself Kits 
($10 each) may be all you need. 


If you wish to invest in a small 
Or medium-sized business or if 
you are seeking funds from a 
private investor, our Financial 
Matchmaking Referral Service 
could be for you. 


Need management advice? 


The FBDB provides the most 
complete source of counselling, 
training and information for 
small and medium-sized Cana- 
dian businesses. 


We offer a wide range of Man- 
agement Seminars, workshops 
and clinics. 


Free information on all gov- 
ernment business programs is 





available through our Small Busi- 


ness Information Service. 


You can also rely on CASE 
(Counselling Assistance to 
Small Enterprises) for affordable 
hands-on management counsel- 
ling. So, make profitable use of 
these services. 


We invest in growing 
enterprises 

Our Investment Banking 
Services cover full or partial 
syndication, underwriting, ven- 
ture capital investment, mergers 
and acquisitions. 


Call FBDB today, toll-free: 


1-800-361-2126 
in B.C. 112-800-361-2126 


La Banque offre ses services 


dans les deux langues Officielles. 


BACKING INDEPENDENT BUSINESS 
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Banque feéderale 


¢ Federal Business 
> Development Bank de développement 


Canada 





Investment still slow 

Increased sales and improved profits 
have done little to encourage investment 
in the manufacturing sector. A mid-1984 
survey of investment intentions showed 
a decline of more than 15 per cent in 
manufacturing capital and repair expen- 
ditures in the region, compared to a small 
increase for Canada as a whole. The in- 
vestment pattern in the region points to 
a decline in purchases of new plants and 
equipment (down 28 per cent in 1984), but 
greater attention to repair expenditures 
(up seven per cent). 

It now appears certain that significant 
modernization programs will begin in 
1985 at the two oldest newsprint mills in 
Newfoundland. A $34-million agreement 
between Abitibi-Price and the govern- 
ments of Canada and Newfoundland, 
signed in late September, represents the 
continuation of a long-planned moder- 
nization program for the Grand Falls mill. 
Provisions for the purchase and moder- 
nization of the former Bowater mill in 
Corner Brook have yet to be confirmed, 
but it is expected that any capital develop- 
ment plan would involve spending close 
to $170 million over five years. 

The $2.6-billion frigate replacement 
program was expected to begin late in 
1984 or early in 1985. With Saint John 
Shipbuilding and Drydock as main con- 
tractor for the six vessels, New 
Brunswick’s heavy manufacturing sector 
will receive a much needed boost in 1985. 

Nova Scotia’s heavy industry sector 
also did better in 1984 with good perfor- 
mance by Sydney Steel and the rail car 
plant in Trenton. Sydney Steel has orders 
well into 1985 from CN Rail. A moder- 
nization program at Halifax Industry’s 
shipyard, along with a number of signed 
repair and construction contracts, saw the 
work force swell to 600 in late 1984 from 
only 40 a year earlier. 

Prince Edward Island’s manufacturing 
performance record in 1984 is not expected 
to improve much in 1985. The reopening of 
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the Georgetown Seafoods plant is still in 
doubt. The bright spot on the Island is small 
manufacturing enterprises, but all industries 
are rather severely constrained in competi- 
tion by extremely high electrical power rates. 

Although near-term prospects are bet- 
ter than at any time since 1981, the region’s 
manufacturing sector still faces a number 
of nagging issues. Pulp and paper mills and 
lumber production in every part of the 
region are facing serious wood supply pro- 
blems. Shortfalls are predicted in several 
areas due to a combination of insect 
damage, past harvesting practices, and in- 
sufficient commitment to silviculture. 

The fishing industry continues to be 
troubled with losses despite the commitment 
of about $200 million by government 
toward the implementation of new policies 
recommended by the Kirby report. Also, 
about $300 million in cash and equity has 
been spent on reorganization of this trou- 
bled sector. 

With poor prospects for sales of 
CANDU reactors, Cape Breton’s two heavy 
water plants are likely to be examined closely 
by a federal government anxious to trim its 
deficit. Industrial policies, particularly those 
providing incentives to business locating in 
slow regions, may receive similar close 
scrutiny. 


Outlook 

While the region’s manufacturing sec- 
tor performed well on average in 1984, it is 
clear some serious structural problems re- 
main. The key for 1985 will be interest rates. 
If the long-term trend is for higher rates, 
serious setbacks can be expected among 
manufacturers who serve certain sensitive 
sectors, such as the construction and 
automobile industries. 

The general slowing in economic growth 
would eventually affect the demand 
for most other goods as well. If governments 
in Canada and the United States are able to 
deal effectively with deficits, pressure on in- 
terest rates, and therefore on the manufac- 
turing sector, will ease. 
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TRAINING 


COUNSELLING 
INFORMATION 


Your path 


to business 
SUCCESS 





We’re a Federal Crown shops, practical Management 
Corporation with a mandate Clinics, Owner/ Manager 
to help business succeed. Courses, our Small Business 
Why? Because a nation with Information Service, providing 
a successful small business valuable information on Gov- 
sector is a prosperous ernment programs or CASE 
nation. (Counselling Assistance to 

That’s why we’re here. And Small Enterprises). With CASE, 
here’s why you shouldtake . Successful, retired business 
advantage of our services. people provide hands-on 

; management counselling. So 

_ Sound management is the make profitable use of these 
indispensable base of a solid services 
business. That’s why we pro- 
vide the management services 
we do. Services no other Call FBDB today, toll-free 
lender offers. You can choose 4-800-361-2126 


according to your needs from: in B.C. 112-800-361-2126 
Business Management Semi- haat 


nars, seminars organized La Banque offre ses services 
jointly with associations, Work- dans les deux langues Officielles. 


BACKING INDEPENDENT BUSINESS 


é ~ Federal Business Banque féderale 
: Development Bank de développement 


Canada 








Get it 
straight 
from 


MONCTON 

















Good business decisions are made on good 
dependable information, current and pro- 
jected statistics, plus sound judgement of 
existing economic influences. 

Weil deliver. We want you to get it straight 
from the beginning so that you'll enjoy 
Moncton and all it offers as much as the other 
industries who have chosen Moncton as the 
place to succeed and thrive. 


Get it straight from our industrial develop- 
ment officer. It is: the centre of transportation 
and communication; industrial parks fully ser- 
viced on the Trans Canada Highway; un- 
complicated government assistance if you 
qualify; an existing business resource of over 
400 industries, 300 distributors, nearly 3,500 
sales reps; bonded warehousing, and, access 
to world markets and the Eastern United 
States. There's a stable low-cost dependable 
labour pool enjoying a friendly, rewarding life- 
style and recreation. And, best of all, our real 
estate is so affordable. 


Our industrial development program is the 
most helpful we can devise: economic reports, 
tax structures, labour costs, energy services 
and financial incentives. It's our commitment 
to help industry locate here in Moncton. 


Contact: 

Paul Daigle 

Moncton Industrial 
Development Limited 

95 Foundry Street, 4th floor 
Moncton, New Brunswick 
Canada E1C 5H7 
Telephone (506) 854-2700 


MONCTON© 
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THE OUTLOOK: 


1985and beyond 


Rarely have economic forecasters 
been so uncertain as in 1984. There is a 
brand new federal government in Ottawa. 
Although North American economic per- 
formance in 1983 and 1984 has been 
generally excellent, memories of 1981 and 
1982 are still sharp and affect consumer 
and business confidence. Government 
deficits are a major concern. 

All of these factors, and many more 
besides, make predictions especially hazar- 
dous. There is a consensus that the pace 
of economic activity will be slower in 1985, 
but the magnitude of this slower pace is 
the subject of widely divergent opinions. 

As well, whether this slowdown is 
good or bad provokes arguments. On the 
positive side, some analysts maintain it 
reflects moderation of both U.S. and 
Canadian expansion to more manageable 
and non-inflationary rates. On the nega- 
tive side, others say any slowdown will 
aggravate an already serious unemploy- 
ment problem. 


Deficits to the fore 

Although the spectre of government 
deficits is by no means new in recent eco- 
nomic analysis, it takes on a heightened 
profile as 1985 approaches. This is mainly 
because of a new federal government with 
an expressed intent.to reduce the deficit 
substantially and urgently. 

Governments have two options to re- 
dtice a deficit — increase revenues and/or 
reduce spending. For governments to in- 
crease their revenues, taxes must increase. 
To reduce spending, programs and policies 
must be examined carefully. The initial 
thrust of the federal government appears 
to be to reduce spending through selective 
cuts. These may affect the Atlantic eco- 
nomy in many ways. The programs to be 
examined include those for regional deve- 
lopment, those to subsidize transportation 
within the region and those which offer 
incentives for offshore energy exploration. 

Any reduction in spending on these 
(and many other) programs will affect 
most levels of Atlantic society. Any reduc- 
tion of transportation subsidies will affect 
industries’ ability to compete. Removal of 
supports for industries which would other- 
wise be regarded as non-economic directly 
affects jobs, as would any significant re- 
duction of offshore incentives. 

There appears to be a growing con- 
sensus that action to cut the deficit is over- 
due. This does not deny, however, the 
short- or medium-term discomfort which 
could result. This could get worse if in- 
itial spending cuts are ineffective and the 
government’s attention turns to other (in- 
cluding social) programs. 


Eyes south 
There appears to be much more am- 


bivalence in the United States about 
resolve to reduce its deficit as a new pres- 
idential term begins. Of course, failure 
to reduce a substantial deficit inhibits 
creation of income and employment and 
at some stage will affect demand for 
Atlantic products. 

There is concern, as well, that 
Americans will tackle their substantial 
trade deficit by means of a more protec- 
tionist attitude. There have been attempts 
over the past two or three years to im- 
pose some kind of import controls on 
such items as potatoes and lumber. For- 
tunately, these have failed, and the 
Reagan administration, to its credit, 
has also shown itself unsympathetic 
to barriers to trade on several oc- 
casions. 

As U.S. fishing interests are cur- 
rently calling for protection from Cana- 
dian fish imports, however, this may 
be a test of the American mood in this 
respect. Any restriction on one or another 
of the Atlantic region’s principal export 
goods in U.S. markets would be a severe 
blow. 


Summary: the outlook for 1985 

Although it is sobering to con- 
template challenges facing Atlantic 
Canadians, these should not obscure the 
fact that three of the four provinces will 
at least match the national rate of real 
growth (three to four per cent) in 1984. 
There is general consensus that this pace 
will moderate in 1985 as economic 
managers pursue the goals of sustainable 
but relatively unexciting expansion. A na- 
tional rate of growth of two to three per 
cent is forecast. 

There will be a corresponding mod- 
eration in the Atlantic Provinces, 
although Nova Scotia and New Bruns- 
wick will approximate or even exceed the 
national average. As well, Prince Ed- 
ward Island could match its good show- 
ing of 1984, depending on biological or 
meteorological factors. 

Newfoundland will still languish a lit- 
tle in 1985. The fishery remains a prob- 
lem, and slower growth of consumer 
spending in North America will translate 
into reduced iron ore shipments from 
Labrador. Real growth will likely not ex- 
ceed 1/5. per: cent. 

The Atlantic economy still holds 
great potential for prosperity, and 
events of 1985 could help realize the 
beginnings of this prosperity. An off- 
shore management agreement for New- 
foundland would be a great boost 
to the province. The other provinces 
have shown great resilience and re- 
sourcefulness in shoring up tradi- 
tional and established industries. 
Such experience, in itself, allows 
a good measure of confidence in fac- 
ing the uncertain times of the mid- 
1980s. 
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Lincoln Town Car. 
Quite simply, no other luxury 
Car measures up to it. 


LincolnTown Car has retained the gen- 
erous size discriminating drivers have 
come to expect and even demand. 
This spaciousness plus other ameni- 
ties makes even long drives a pleasure 
for driver and passengers alike. 
Complementing the luxurious uphol- 
stery is extraordinarily plush carpeting. 
An optional six speaker Premium 
Sound System places all listeners, 
‘front row centre’. And Town Car is 
powered by a responsive fuel-injected 
5.0 litre V8 with the remarkable Elec- 
tronic Engine Control (EEC-IV) system. 
The Lincoln Town Car. Clearly a stan- 


dard of luxury that remains undiminished. 


The Lincoln Card. 


For three years, virtually all 
you'll pay for is gasoline. 
As the proud owner of one of these remark- 
able automobiles, you automatically receive 
one of the most comprehensive protection 
plans offered in North America or abroad. 
e Three year-unlimited mileage protection. 
e Covers all scheduled maintenance. 
e Replacement of items necessitated by 
wear. 
e All repairs due to defects in material. 
e Towing and Transportation Assistance. 
Your Lincoln dealer would be more than 
pleased to review all of the details regarding 
this preferential program. 


Continental. 
Technically, the most luxurious 
Continental ever built. 


Continental offers a supreme balance 
of riding comfort and driver control. 
The result of electronically controlled 
air suspension. A technological ad- 
vance offered by no other car maker. 

It automatically senses luggage and 
passenger weight and compensates 
accordingly. Continental’s electroni- 
cally fuel-injected 5.0 L V8 or European 
designed turbocharged 2.4L 6 cylinder 
diesel also places the luxury of respon- 
sive power at your command. Most cer- 
tainly, Continental’s discriminating taste- 
ful interior is a sheer pleasure to sit in. 
The new Continental. The science of 
luxury and convenience personified. 
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Until now, the best reason in the world to 
hold your convention in Halifax, was Halifax. 
Now, it’s The World. 


The World Trade and 
Convention Centre. A superb 
complex, representing the state- 
of-the-art in show and meetings 
facilities. Here to bring in the 
largest national and intemational 
groups with which you are 
affiliated. 

Over the past few years, 
Halifax has become increasingly 
important as a convention city. 
Long established as the business, 
financial, and cultural focus of 
Atlantic Canada, it is also the 
major centre of a world-renowned 
tourist region. A natural location 
for a wide variety of shows, 
meetings, and conventions. 

In fact, since 1977, Halifax has 
experienced a 260% increase in 
meetings business. 

Obviously there was a need for 
a large, world-class facility. 


The Port Royal Room — 
20,000 sq. ft. of flexible space 


Part of the main floor reception area 


In creating the new WTCC, 
meetings planners and trade show 
experts were consulted as to the 
best ways to achieve maximum 
efficiency and flexibility. 

How well it all came together 
will quickly be seen as you tour 
the new Centre. 

The WTCC has three levels 
devoted to convention space, and 
a further five floors for the World 
Trade Centre. At the top level, in 
addition to offices, you have a 
club and restaurant offering a 
magnificent panoramic view of 
Halifax and the harbour. 

However, the main feature is 
the 20,000 sq. ft. Port Royal Room, 
easily capable of serving a 
2,000-seat banquet, or a reception 
attended by 2,900 people. The Port 
Royal Room is quickly subdivided 
into six break-out rooms, creating 
fully-serviced meeting and 
function space for groups from 200 
to 1,000. 

You can have a theatre-format 
for 90 to 2,500. Classroom set-ups 
for 50 to 1,900. You can host a 
reception, hold a flower show or 
dine and dance 'till dawn. With 
the adjacent Metro Centre, you 
have a total floor space of over 
100,000 sq. ft., for your 
combination trade-show and 
convention. 

There are full audio-visual 
facilities, TV cable hook-ups, 
in-house PA, simultaneous 
translation services, sound and 
lighting systems. The building is 
totally air-conditioned. 

Without any 
question, the 
Halifax World 
Trade and 
Convention 
Centre is the 
most advanced 
show, meetings, 
and convention 
centre east of 
Montreal. It has 


one advantage that would be hard 


to match anywhere: an in-house 
support group of dedicated 
professionals, ready to help with 
the planning and the presentation. 
When you bring your group to 
Halifax, offer them The World. - 














World Trade and 
Convention Centre Halifax 


P.O. Box 995 

1800 Argyle Street 
Halifax, Nova Scotia 
B3J 2V9 

(902) 421-8686 





















